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Specialists in 
$100 Bonds 


We aim to encourage a_ broad 
market in all classes of $100 Bonds 


Our offerings include a_ wide 
selection which is available at 
prices consistent with the price on 
bonds of larger denominations 

Our Investment Department has 
available daily lists of Baby Bonds, 
in which we specialize, and will be 
glad to help you get the best avail- 
able market on any $100 Bonds. 


Send for Booklet C-28—*100 Bonds.” 


John-Muir & (0, 
Odd Lots 


Members New York Stock Exchange 


MAIN OFFICE, 61 BROADWAY, N. Y. 
New York, N. Y. Brooklyn, N. Y. 
Newark, N. J. Bridgeport, Conn. 
New Haven, Conn. 











100 Share Lots 
Odd Lots 


Complete facilities for 
dealing in listed stocks 


Partial Payments 
or Margin 


Ask for our Odd 
Lot Booklet T-28 


HARTSHORNE 


AND 
PICABIA 
Members N. Y. 


7 Wall St. 
Tel. 


Stock Exchange 


New York 
4590 Rector 





Please mention MAGAZINE OF 


National 


Municipal Bond 


Service 


With offices in a number of cities, 
East and West, established for the 
purpose of buying and selling Muni- 
cipal Bonds, we are able to offer in- 
vestors a widely varied list of bonds 
suitable for individual needs. 

These include issues of leading com- 
munities throughout the country. 

It is greatly to the advantage of 
the investor or private institution 
to purchase their Municipal Bonds 
from an organization like ours which 
specializes in this branch of the in- 
vestment business. 


William [2 @mpton ©. 


Municipal Bonds 
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$2,250,000 


Two-Year 6% Gold Notes 


Oklahoma Gas & Electric 
Company 


Price 99 and Accrued Interest 


Proceeds will retire floating debt, including pur- 
chase of desirable new properties, retire outstand 
img debentures and supply funds for transmission 
lines and improvements. Company has had long 
record of success serving electric and natural gas 
requirements of Oklahoma City, Muskogee, Sa 
pulpa, Enid and El Reno. 

New properties and extensions will serve large 
oil fields. Net earnings year ended April 30, 1917, 
$877,280, or a gain of $98,473, and more than 
twice annual imterest charges. 


Ask for Book and Circular B-100. 


R. S. MOORE & COMPANY 


Investment Securities 


l@ WEYBOSSET ST. PROVIDENCE, R. I. 
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THE OUTLOOK 


The Second Liberty Loan—Money—Competition for Capital— 
Government’s Prices for Copper and Steel— 
The Market Prospect 


| HE second Liberty Loan, through its direct and indirect influence 
on the money market and on the investment situation, will nat- 
4 urally hold the attention of the financial world until the sub- 
scription lists are closed. 
ASidign. . It is becoming more and more evident that we must throw 
En 5) our whole strength into the war, and that our money must fur- 
nish the sinews of war. We are to raise the largest possible 
amount. through varied forms of taxation, but even after we 
have done our best in that way the heaviest part of the financing must still 
be done by means of bond issues. 

It is therefore quite within the facts to say that the sale of the second Liberty 
Loan is now the chief duty of investment houses and the overshadowing factor 
in our markets. It is the foundation stone upon which we hope to erect a 
permanent structure of world-freedom from the crushing burden of militarism. 
For that ideal we can afford to make the heaviest sacrifices. 


The Loan and the Money Market 
HE increase of $100,000,000 in the loans of New York banking institu- 


tions last week illustrates the extent to which Government financing is 
fmm affecting the money market. In ordinary times such an increase would 
———"_ be startling. Now it attracts little attention and the banks were able to 
increase their surplus reserves in spite of it. 

About half of this big rise in loans was due to the subscriptions of New 
York banks to the latest $300,000,000 issue of Treasury certificates of indebted- 
ness. The other half was a result of the more liberal attitude of the banks in 
lending on “all industrial” collateral, and this change in their attitude was, in 
turn, largely with a view to “stabilizing” the money market in preparation for 
the handling of the new Government . 

As easy a condition of credit as it is possible to create under the circum- 
stances, and an absence of competition in the money market from new issues 
of other securities, are essential to the most successful results in th: flotation of 
the Liberty bonds. 

The recent action of the stock market has been more influenced by these 
considerations than is perhaps generally appreciated. A preliminary scaling 
down of security values released funds. The decline was checked before 
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it reached such proportions as might have aroused alarm. And, with the aid 
of the Federal Reserve banks, the money market has been steadied and the 
stock market righted in order to permit the floating of the loan under favorable 
conditions. 


Competition for Capital 


HE suggestion of President Sabin, of the Guaranty Trust, that a Priority 

Board be imstituted to pass upon the relative needs of the Government, 

States, municipalities, corporations and individuals for capital, is very 

much to the point. We now have such a board to pass upon the placing 

of Government and other big industrial orders. But the mats of capital is 

essential in paying for these supplies. There is just as much need for recogniz- 
ing the principle of priority in one case as in the other. 

In order to concentrate our capital resources upon the effective prosecution 
of the war, all other demands must be subordinated. To a very great extent 
this end is now accomplished by the high cost of capital. As a rule, a railroad 
or other corporation will not pay 7 or 8 per cent. for money unless the neces- 
sity is urgent. But we ought not to trust to the high rate alone to regulate this 
vital matter. 

It is not likely that the second Liberty Loan will cause any important 
amount of direct selling of stocks or bonds to enable the investor to get money 
for his subscription. The markets are now down to a level where high interest 
returns are obtainable. The average investor can sell his securities only at a 
considerable sacrifice, and there is a strong inducement for all those who can 
do so to accumulate selected investment holdings at a bargain. 


The Government’s Prices 


N fixing a price of 2314 cents for copper and $58 to $65 a ton for steel, 
not only on Government orders but for all other purposes, the Presi- 
5} dent’s idea of a general price regulation has been followed out. These 
prices were about as had been predicted and had no adverse effect on 
the prices of stocks. 

Even with this definite copper price in hand, it is difficult to estimate the 
earnings of the leading copper companies accurately, because of the great rise 
in their costs and the effect of labor troubles upon their output. Thus Utah 
Copper’s average cost for 1916 was 6.95 cents per pound, but for the first half 
of 1917 this figure rose to 10.15 cents per pound. 

The new price of 231% cents does not represent much reduction from the 
rices actually realized for the bulk of the copper production of the country. 
n 1916 the average of selling prices of the more important companies was as 

follows: 





EN in cikesi se chentas 25.25 NTR on ss nad kato aues 25.39 
DD os hitetensanconanics 26.14 Sy: aot odon veleeh Adolens 26.50 
DTS  dccseecenenncet 25.50 thet wilaien 2's cite tn aha o 26.72 


During 1917 to date the average has perhaps been a trifle higher than the above 
figures, but it is evident that the new price does not make any disastrous slash 
into the profits of the copper producers. 

A prominent investment house estimates the earnings on leading copper 
stocks on 2314 cent copper, after deduction of the proposed excess profits 
tax, as follows: 

Bee ie i's oo Vi 9 0 So $16.70 Inspiration .............. $9.50 
UU bis ieseus docvbwdias 18.90 SG Ses i ae pc Satie deat 7.80 
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Leaders in the steel industry express themselves as well satisfied with the 
prices fixed. The fact that prices of coal, coke and pig iron have been reduced 
more in proportion than the price of finished steel has an important bearing on 
the situation, since rising cost of production has been an increasingly serious 


difficulty in the industry for some time. 

T is likely that the effect of the $2.00 price basis for soft coal had some 
> AT influence in preventing any lower prices for copper and steel from being 
femal determined upon. There seems to be no doubt that the coal price has 
= had the result of decreasing the supply to some extent. The fuel situa- 
tion in the steel industry has become more serious than ever and some steel 
men are predicting that the Government will have to go directly into the busi- 
ness of supplying coal before much improvement can be expected. 

The increase of 10 per cent. in wages by the U. S. Steel Corporation will 
probably have to be followed by other steel producing companies. With the 
demand for steel by the Government growing constantly greater, the fixing of 
the price removes a troublesome uncertainty in steel circles. The Government 
price leaves the steel companies an excellent profit in spite of rising costs and 
wages. 


Effect of Wage Increase 






The Market Prospect 


HE low price of 71.9 for the average of fifty leading stocks, which was 
touched September 18, compares as follows’ with other declines within 
my the last two years: 





PM MEE ss. ck ko uek dc chess bnnkdens 71.9 
PEE GS ebks « + s4n00cansceRbeawnskeeeas 75.8 
RTE EIS SOREL: 77.1 
PC Lies db o044tce .<aspkasansebiaeea 82.9 
err rere . 81.0 


These price levels speak for themselves. At the recent low prices the invest- 
ment yield on an average of 20 stocks which have for years enjoyed a high 
investment rating, including 14 of the leading railroads of the country, was a 
shade over 7 per cent. 


Such investment opportunities should not be overlooked. The shares of 
some of our biggest railroads are being steadily taken out of the market by 
investors who are salting them down in their strong boxes. No one, as a matter 
of course, can say whether prices of these issues have yet seen bottom, but we 
believe it unlikely that rails will decline so that the average investment yield on 
the best class of railroad stocks will be much more than 7 per cent. 


We recommend the purchase of this class of securities at present prices 
provided purchasers are willing to take a long look ahead, and ignore interme- 
diate fluctuations. ° 

The prospect for the general market appears decidedly more favorable 
since the fixing of prices for the most important commodities. This has removed 
a cloud of uncertainty and enables business men in all lines to go ahead with 
a definite knowledge of their position. The cost of basic materials such as steel 
and copper affects so many other articles and industries that it is woven 
into the entire structure of trade. Now that these costs are known, investors 
are likely to feel more courage and some of the enthusiasm for the sale of the 
new Liberty bonds will perhaps be reflected in other securities. 


—September 25, 1917. 











THEODORE P. SHONTS 

Would you rather supervise the digging of the Panama Canal or the operations of New 
York’s traction system? Theodore P. Shonts has done both. He did the first so well for two 
years that he was called upon to undertake the second and when the great new traction 
system now under construction is completed it will be a memorial to Mr. Shonts more lasting 
than marble or bronze. 


In the following pages our readers are given a “close-up” view of Mr. Shonts. He tells 
something of the great task at which he is working and what he expects—which means will— 
accomplish. Outside of his unusual personality and the remarkable results he achieves, Mr. 
Shonts is a plain, everyday citizen. Time will doubtless surround him with a glamor, for the 
work he has done and is doing brings him well into the forefront of those constructive 
geniuses who are making the present era the most remarkable that civilization has ever known. 
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T. P. Shonts on the Traction Problem 


Interborough’s President Tells of the Magnitude of the Great 
Work in Hand—Shonts at Close Range—How He 
’ Looks, Thinks and Acts 





By BARNARD POWERS 





IG men are apt to be disappoint- 
’ ing—externally. Nature, it 

seems, does not follow the. 

rule of reproducing the ca- 
pacity and vigor of the brain in outer 
ward form. One of the weakest men 
I ever knew had a jaw which might 
well have adorned a Prussian poten- 
tate and one of the strongest men I 
have met—Mr. Rockefeller—has mild, 
almost pleading, blue eyes. Harriman 
at rest might have passed for an in- 
structor in a fresh-water college—un- 
til you caught the flash of his eye- 
glasses and he barked at you. Some- 
how the layman likes to see his super- 
man embodying the qualities and abil- 
ities he represents and the old world 
has catered to this predilection by en- 
veloping its royalties with pomp and 
splendor which in a measure obscures 
the fact that a king or princeling is, 
after all, but a mere man who likes his 
coffee hot and his ice cream cold—even 
as you and I. Put King George in over- 
alls or King Alphonso in a bathing 
suit and the effect would be more hu- 
morous than impressive. 

Nature is nothing if not inconsistent 
and occasionally she registers power 
outwardly. No one who ever en- 
countered the cold-flame eyebeam of 
the late J. P. Morgan could for a mo- 
ment doubt that he was confronting a 
tremendous and implacable force and I 
can conceive of no circumstances or 
position in which he might be placed 
sufficient to negate that remarkable 
personality. 


The Rooseveltian Type 


Theodore P. Shonts, president of the 
Interborough Rapid Transit Co., is an- 
other who outwardly symbolizes or 
rather unconsciously expresses a tre- 
mendous power within. Except that 
he does not bristle—for bristle is the 





only word—in the Morgan manner. He 
is the true Rooseveltian type—the man 
of tireless physical energy who gets 
her greatest pleasure in conquering ob- 
stacles and through such conquering 
a perpetual joy in living. Good humor 
is writ large on the Shonts physiognomy 
—though he can roar when the occasion 
demands—and one gets an ineffaceable 
impression that, in the words of the 
Colonel, Mr. Shonts in his unending bat- 
tles with the material and immaterial, is 
having a “bully time.” 

My first meeting with Mr. Shonts 
was at a time when he was enjoying one 
of his rare periods of relaxation. It 
was an afternoon social affair and he 
had dropped in for a few moments to 
shake hands with a number of friends. 
Several of us were seated-at a large, 
round table and Mr. Shonts was placed 
at the side farthest from me so that I 
was unable, in the babble of conversa- 
tion, to catch his conversation. But his 
air was that of a school-boy on a lark 
and what he was saying must have 
been exceedingly amusing, for ripples 
and gales of laughter came from those 
who were near enough to catch his re- 
marks. 


A Titan’s Job 


One of the positions I should least 
prefer would be that of the one re- 
sponsible for the conduct of the Allied 
offensive. My second choice of least 
preference would be that of handling 
New York’s tractions affairs. In some 
respects the latter job presents more 
difficulties than the digging of the 
Panama Canal for it involves a vast, 
incalculable and to an extent intangi- 
ble, human element. Physical obsta- 
cles can be overcome by force, properly 
applied, but the human element must 
be gauged, understood, complied with 
and reassurred. It requires decision 
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and diplomacy ef the highest erder. 
That the old transportation lines 
have been able to perform the task set 
them with the minimum of inconvenience 
and delay is a tribute to Mr. Shonts, 
for it represents perhaps as great a 
work as he has ever performed. Mr. 


Shonts is of the new school which be- 
lieves in corporate publicity. He has 
faith in the sound judgment of the 


are an evidenee of one way he is go- 
ing about this. 

What does Mr. Shonts think about his 
work, what about himself, what about 
those who work for him and what 
about life in general? These were the 
ideas I had in mind when I took up the 
study of the man. I was successful ex- 
cept in one respect—I did not find out 
what Mr. Shonts thinks about himself. 
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(1) THE BIG BLIZZARD OF 1888. (2) 


NEW “L” LINE OVER QUEENSBOROUGH BRIDGE, (3) 


MR. SHONTS STARTS THE 1917 INTERBOROUGH BASEBALL SEASON, 
(4) OLD TYPE OF “L” ENGINE, 


American people. He judged and right- 
ly that if the people of New York were 
told of the tremendous problem which 
their transportation system involved 
—_ would be both patient and help- 
ul. 

The cards signed by him _ person- 
ally and appearing in the surface cars 
and on the Elevated and Subway 


He will talk enthusiastically about his 
work and you can lead him into talking 
about his theories and views of life in 
general, but he is strongly disinclined 
to talk about T. P. Shonts in particular. 


Amid Plain Surroundings 


His executive offices in the northeast 
corner of the City Investing Building, 
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twelve floors above the street level, are 
laid out with a mathematical objective 
of convenience and saving of waste 
motions—in short, efficiency. Sim- 
plicity is the keynote, no costly rugs 
adorn the floors nor elaborate pictures 
the walls. The directors’ room with its 
great table flanked by fourteen chairs, 
is austere in severity and Mr. Shonts’ 
own office leading off from the direc- 
tors’ room, is almost monastical in its 
lack of ornamentation. Only one pic- 
ture hangs on the wall, that of Mr. 
Shonts’ father. The man who directs 
Interborough’s affairs sits at a plain flat- 
topped desk with a roll-topped desk be- 
hind. Both are bare of papers. A 
leather couch and a few chairs are 
about all else there is in the room. 
Naturally I was most interested to 
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Fo) “All progress of the human race, all achievements and development, is 
: exactly measured by the surplus energy put into the efforts to forge ahead. 
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hear Mr. Shonts’ opinion of the trac- 
tion situation and suggested that that 
was the-topic which would interest the 
readers of this publication. 

“New York is and always has been 
the great commercial metropolis of 
this country,” he said, “and her trans- 
portation problem has been one without 
precedent anywhere in the world. The 
city has grown faster than it has been 
possible to build transportation facili- 
ties to keep pace with its population. 
Since I became president of the Inter- 
borough in 1907 each year has shown 
a very large increase in passengers car- 
ried over the previous year. Last year 
the Interborough lines carried 683,752,- 
114 passengers as compared with 647,- 
378,266 during the preceding year. This 
is an increase of 36,373, or 5.62%. 
The Subway Division gained 25,919,569 


or 7%4% while the Manhattan Railway 
Division gained 10,454,279 or 3.46%.” 

Among his associates, Mr. Shonts is 
famous for his remarkable memory and 
his no less remarkable head for statis- 
tics. 


The Fourfold Traction Problem 


“Our problem has been fourfold,” he 
continued. “In the first place it has 
been necessary to stretch the capacity 
of our lines, particularly the Subway, far 
beyond the original capacity (at pres- 
ent it is carrying 300% of its original 
rated capacity) ; secondly, we have had 
to put into operation great plans for 
enlarged facilities without disturbing 
existing facilities; thirdly, we have 
sought to keep our employes satisfied 
and lastly but by no means the least, 
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SHONTS ON HUMAN ACHIEVEMENT 
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we have endeavored and 
please the public.” 

In that last sentence he expounded 
two of the most important of the 
Shonts’ doctrines, i. e., protecting the 
public and pleasing the public. Safety 
first comes first, for, in his own words, 
“Safety first is the right way and the 
reasonable way.” And then he is very 
anxious that the public whose daily 
comings and goings he superintends, 
be satisfied. If he had the time I know 
that he would like to sit down with 
every subway and elevated “knocker” 
who growls because his morning local 
was delayed two and a half minutes, 
and explain in minute detail the vast- 
ness of the problem with which he is 
wrestling and what has been done to 
speed up the service and prevent de- 
lays. And his listener would learn that 


to protect 
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the Interborough has developed the 
most marvelous signalling system in 
the whole railroad world, that the sub- 
way trains leave their stations three 
times more rapidly than the fastest 
express train pulls out and that the 
subway motors have half again as much 


power as the great locomotive which - 


draws the Twentieth Century Limited. 
Studying to Improve 


“Our engineers are studying all the 
cime to increase the speed of operations 
with a corresponding increase in the 
degree of safety,” he remarked. “Witha 
view to increasing the safety factor all 
axles on the Manhattan and Subway 
equipment are being replaced with the 
most modern heat-treated steel,.a de- 
velopment in the art of steel manufac- 
ture which has taken place since the 
purchase of the original axles,” and he 
went on to describe in detail how hang- 
ers which support brake-beams have 
been redesigned to prevent failure, how 
the Subway cars are being equipped 
with Westinghouse tight lock couplers 
and special draft rigging and how for 
the purpose of eliminating electrical 
failures caused by failure of ordinary 
steel bolts, special heat-treated steel 
bolts are being applied to subway 
trucks. 

Shonts, like Carnegie, is interested 
in developing men of ability. More- 
over he is a real “mixer.” Look at him 
in the group illustration which accom- 
panies this article, hurling the first ball 
which opened the baseball season for the 
teams made up of Interborough em- 
ployes, and try and imagine members of 
the “old school” like Jay Gould or Com- 
modore Vanderbilt, engaging in such an 
“undignified” occupation. 


Shonts on Initiative and Success 


And now listen to what he has to 
say on the subject of initiative: 

“T aim to cultivate among all under 
me from the highest to the lowest, in- 
itiative—initiative in thinking and act- 
ing. I have preached it to them and 
have caused it to be preached to them 
continually. The company is con- 


stantly seeking ideas looking towards 
improved service. The ideas of our 
employes, gained from experience 
through direct contact with the details 
of operations and backed up by sound 
reasoning, constitute one of its chief 
assets.” 

And upon success : 

“Success is built upon disappointments. 
And very frequently innovations and dis- 
appointments go hand in hand. Disap- 
pointments develop character. They cul- 
tivate patience and tolerance. I learned 
that early in my career. Some of our 
greatest men in history have gone down 
to defeat only to come back through 
perseverance the stronger for the con- 
test.” 

Here are some of the Shonts epigrams: 


“The ability to succeed is inher- 
ent in every man.” 

“Without physical strength to 
sustain one’s courage and perse- 
verance, man soon becomes but a 
third rail without the ‘juice.’ ” 

“It is our duty not to jeopardize 
or destroy life but to conserve it.” 

“In the case of doubt take the 
safe side and run no risks.” 

“I never ask a man to work harder 
than I am willing to work myself.” 


What are Mr. Shonts’ hobbies? How 
does he play when he plays? I sought 
the answer to those questions from 
those closest to him without -finding 
that he has any particular hobbies. 

Mr. Shonts has been so busy that he 
has had very little time for play. He 
greatly enjoys automobiling and some 
of his best ideas have been evolved to 
the accompaniment of a smoothly run- 
ning motor. 

T. P. Shonts draws a salary of $100,- 
000 a year—and earns it. Let not the 
commuter stalled five minutes in the 
subway grudge him a cent of that 
salary nor yet rail against the much- 
abused “system.” For if it were not 
for Theodore Perry Shonts and the 
great work he has done and is doing, 
said commuter would more than likely 
be five hours late to his office or not get 
down at all. 

















Striking Features of the New Liberty 


Loan 


The Selling Campaign—Stabilizing Money Rates to Help 
the Loan — Who Should Exercise Conversion Privi- 
leges—Will Savings Be Withdrawn? 





By WILLIAM T. CONNORS 





E campaign to sell the Second 
Liberty Loan, which will be 
waged from October 1 to Oc- 
tober 27, will be more sys- 
tematic and is expected to arouse 
greater enthusiasm than the sale of 
the first Liberty Loan. 

The amount of bonds offered will be 

$3,000,000,000 or $4,000,000,000. They 
’ will bear 4 per cent. interest, and will 
be subject to the super taxes of the in- 
come tax law but not to the normal 
tax. The 3% per cent bonds of the 
first Liberty Loan will be convertible 
into the new bonds par for par. It is 
for Secretary McAdoo to say how long 
this convertible privilege shall remain 
open, and he is also to decide whether 
or not the new 4 per cent bonds shall 
be convertible into any future bonds 
which may be issued at a still higher 
rate of interest. 


A Lively Campaign in Prospect 


Plans for the selling campaign were 
pretty well matured even before the 
$11,500,000,000 bond bill was signed by 
the President. Wednesday, Oct. 24th— 
three days before the campaign closes 
—is to be celebrated as “Liberty Day” 
throughout the country, and patriotic 
meetings are planned for every city, 
town and village in the United States. 

Contracts have already been let for 
5,500,000 posters, of various attractive 
designs, and it is hoped that they will 
be ready for hanging by Oct. 1. Such 
quotations as “The time has come to 
conquer or submit. There was but one 
choice and we have made it”—from 
President Wilson, and “Shall we be 
more tender with our dollars than with 
the lives of our ,ons?” from Secretary 





McAdoo, will be displayed with appeal- 
ing illustrations. 

Some 10,000,000 “badges of honor,” 
or Liberty Loan buttons are to be pro- 
vided, and buyers of the bonds will be 
urged to display these for the effect on 
others. 

No provisions have as yet been an- 
nounced for newspaper or periodical 
advertising or for the compensation of 
banks, bond houses and brokers who 
help sell the bonds. In the flotation of 
the first Liberty Loan a great deal of 
advertising of this class was done by 
patriotic individuals and publications at 
their own expense, while banks and 
brokers handled the issue free of charge 
and even sent out their salesmen to sell 
the bonds by direct solicitation. 

There must of course be a limit to 
what the institutions and individuals 
on whom the handling and selling of 
the loans naturally falls can afford to 
do without compensation. Doubtless 
the Treasury officials are taking a 
strictly businesslike view of the mat- 
ter and trying to sell the bonds with 
the smallest possible incidental ex- 
penses. At the same time it would 
seem that a certain amount of money 
could be expended in advertising quite 
as economically, judged by results, as 
in the use of posters; and as Secretary 
McAdoo has already said in his testimony 
before the House Committee, the banks, 
bond dealers and brokers on whom the 
burden of work in connection with the 
sale of the bonds falls heaviest should not 
be expected to do it free of charge 
throughout the whole duration of the 
war. 

The Senate report allowed the Treas- 
ury one-quarter of one per cent. to cover 
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the expense of floating the loan, and it is 
hoped that out of this the institutions 
which do the actual work may be allowed 
some compensation. 

The first step toward the successful 
flotation of the new loan was taken 
Sept. 11, although its full significance 
has not even yet been realized by the 
country at large. 

On that date the New York Federal 
Reserve Bank requested the banks and 
trust companies of the city to furnish 
it daily with the following information : 

(1) Balances carried by institutions 
outside New York. 

(2) Call loans carried for account 
of outside institutions and firms. 

(3) Call loans carried by the report- 
ing bank for its own account. 

(4) Securities eligible for discount 
or as collateral for loans at the Federal 
Bank. 

(5) Market value of other securities 
available as collateral to secure Govern- 
ment deposits. 


Stabilizing Money Rates 


This request was made “with the ob- 
ject of facilitating the financing of the 
next Government Loan so as to avoid 
unnecessary disturbance of the money 
market.” The special committee ap- 
pointed to deal with this subject in- 
cluded some of the ablest bankers of 
the country—George F. Baker, Walter 
E. Frew, Gates W. McGarrah, Chas. H. 
Sabin, Frank A. Vanderlip, James N. 
Wallace, and Benjamin Strong. 

The importance of this step can 
hardly be overestimated. It means that 
the Federal Reserve Board is system- 
atically and methodically taking charge 
of the money market, and is providing 
itself with the detailed information 
necessary to handle the matter with 
exact knowledge of the condition of 
each institution. 

The result was apparent a week 
after the above call was issued, in the 
much greater supply of funds available 
for time loans on industrial collateral. 
Previously the banks had hesitated to 
make such loans through uncertainty 
as to the funds which would be avail- 
able for the purpose, but with the as- 








surance that the Federal Board would 
hold the money market on an even 
keel by the issuance of notes and the 
encouragement of rediscounting, their 
hesitation disappeared. 

The stock market immediately re- 
sponded to this change in the money 
situation. There was a cessation of 
the persistent liquidation which had 
carried prices in many cases down to 
panic levels, and a quick rebound. And 
it is of course true that the liquidated 
condition of the market and the low 
level of prices were important elements 
in the decision of the banks to lend 
more freely on stock exchange col- 
lateral. 


Problems in Regard to Convertibility 


The, new law leaves to the discretion 
of the Treasury the question whether 
the new 4 per cent bonds shall be con- 
vertible into future issues. At this 
writing no announcement has been 
made on this point, but it is considered 
probable that the new bonds will be thus 
convertible. 

If so, a greater number of hold- 
ers of the 3% per cent Liberty bonds 
will exercise their present right of con- 
version than if the 4 per cents are made 
non-convertible. That is, if the 4 per 
cent bonds are non-convertible, some 
holders of the 3%s will prefer to retain 
their present bonds, which are conver- 
tible and could therefore be converted 
into any 4% or 5 per cent issue that 
might later be floated. 

Assuming that the 4 per cents include 
a convertible clause similar to that of 
the 3%s, it will pay holders of the 3%s 
having incomes less than $100,000 a 
year to change them into the 4s, in 
spite of the fact that the 4s are subject 
to the supertaxes and the 3%s are not; 
for it must be borne in mind that these 
extraordinary supertaxes are war taxes 
only and are certain to be greatly re- 
duced after the war. As to holders of 
3%s having larger incomes than $100,- 
000, they have an opportunity for a 
good deal of guess work as to the dura- 
tion of the war and the war taxes, and 
as to the supertaxes probable after the 
war. 
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The 3%s are one of the very few se- 
curities which cannot possibly be taxed 
in any way. There is some legal ques- 
tion as to the right of the Federal Gov- 
ernment to tax the “tax-exempt” bonds 
of the states and municipalities. Such 
a tax is not beyond the realm of pos- 
sibility. But the Liberty 3%s are se- 
curely beyond the reach of the tax- 
gatherer. With taxes rising on every 
hand, and with a special effort being 
made to reach the incomes of the 
wealthy, it is quite possible that this 
tax-exempt feature may have great 
weight in the minds of the largest in- 
vestors, in spite of the fact that the war 
super-taxes on incomes are only tem- 
porary. 

Effect on Savings Banks 


One of the important problems in 
connection with the 4 per cent bonds is 
their effect on savings banks, most of 
which do not pay more than that rate. 
In fact, these banks have almost stop- 
ped buying corporation bonds because 
they anticipate withdrawals, and their 
attitude accounts in large part for the 
continued weakness of the market for 
high-grade corporation bond issues. 

There will naturally be withdrawals 
at the particular time when a néw 
Government bond issue is being floated. 
But if we may judge from the experi- 
ence of Europe, any reduction in de- 
posits will be only temporary. With- 
out an exception, savings bank deposits 
have risen steadily throughout the war 
in all the important belligerent nations. 
Even the small “War Savings Certifi- 
cates,” as used by Great, Britain and 
to be sold in this country on a large 
scale under the new law now being 
passed, have not operated to prevent 
this continued increase in savings bank 
deposits. War wages are high, and 
there is a tendency to save more than 
in times of peace, partly from patriotic 
motives and partly because of a feel- 
ing of uncertainty as to what is to 
come. 

Mr. Pulleyn, president of the Emi- 
grant Industrial Savings Bank of New 
York, gives some interesting figures in 
this connection. From June 28 to July 
10, which was the active period of the 


sale of the first Liberty Loan, the sav- 
ings banks of Greater New York lost 
about $4,000,000 net, which compares 
with an increase of $18,000,000 during 
the first ten days of January. 
Unfortunately savings bank statis- 
tics are usually available only semi-an- 
nually, and as yet we have no way of 
measuring the final effect of the Gov- 
ernment Loan on total deposits. 


There has been some talk of hoarding 
of money by foreign born citizens since 
this country entered the war, but if 
this occurs at all the amount is unim- 
portant. The attitude of the foreign 
born is well shown by the statement of 
the Pennsylvania Railroad that 32 per 
cent of its foreign-born employees sub- 
scribed to the first Liberty Loan 
against 34 per cent of American-born. 
Some of the figures for different na- 
tionalities are interesting: Scotch 65 
per cent., Canadian 59, Irish 36, Italian 
32, German 32, Austro-Hungarian 27. 


Success of the Loan 


There can be no doubt as to the 
success of the new loan. As to that 
we may take another leaf from the ex- 
perience of Europe—in all the bellig- 
erent nations the second loan came 
easier than the first. 

And that should be more emphati- 
cally demonstrated here than abroad 
because our people, far from the field 
of combat, have been slow to realize 
the immense significance of the war 
to us. Our great “middle class”— 
prosperous, well-to-do, owners of 
property, but not wealthy—responded 
sluggishly to the first loan. A special 
effort will now be made to arouse the 
farmers of the West and South. 

To make the loan a success, how- 
ever, every subscriber to the first loan 
should, if in any way possible, dupli- 
cate his subscription to the new loan 
—for some will find it impossible, and 
some may have lost their first en- 
thusiasm. 

Now that we are in the war we 
must fight it through whole-heartedly. 
And that means that we must not 
merely “Buy a bond” but we must keep 
on buying bonds. 




















































































































































































































































































































































































































TS 
: 
; 
eeeee 
sees 
man 
rH 
& E 
e. Ett 
rm) 
ii 
HH 
# 
tt 
E 
E 
E 
E 
E 
E 
EE 
| 3esestiiss 
a 
.“ ve 
aera 
ia even 
site 
Ee . 
ia 
Brain 
|} 

































































LEADERS IN AMERICAN FINANCE AND BUSINESS 


W. A. FAIRBURN, PRESIDENT DIAMOND MATCH CO. 


THE MAGAZINE OF WALL STREET commends itself to me be- 
cause of its independence and fair mindedness. I find it con- 


structive as well 
as informative. 4 ) lA Sek 
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No. 8 in the series of successful men who read THE MAGAZINE 
OF WALL STREET 
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EDITORIAL 


MAKING THE WAR PAY FOR THE WAR 


N both the House and the Senate there are a considerable number of members 
who are not satisfied with a proposed Excess Profits Tax running up to 60 
per cent. Their slogan is ““Make the war pay for the war.” 
a= This has an appealing sound, but a little examination shows that it is about 

as reasonable as “Let us lift ourselves by our boot-straps."" The war cannot be made 

to pay for anything, because from beginning to end it is nothing but an item of expense. 

Financially, there is no debit side to the books of the war. 

“Make the war pay for the war’ cannot possibly mean anything more than “Dis- 
tribute the burden of war as evenly as possible.” - 





* * * 


T is right and reasonable that those having the largest incomes and resources should 

pay a high proportion of the cost of defending our liberties and those of the world. 

But you cannot take a man’s money away from him but once. Our war taxation 
program comes at him from so many different directions at the same time that there is 
danger that one form of taxation will interfere with another, and still greater danger of 
reducing the capital available for the purchase of Government bonds, which must after 
all be the mainstay in supplying the necessary funds. 

First, by price limitation we reduce the profits of many companies. 

Second, through the corporation tax we take a part of the incomes of those companies. 

Third, we are proposing to take in the form of excess profits varying amounts up to 
60 per cent. of the excess of the earnings of corporations above 10 per cent., or above 
the before-the-war level if that was below 10 per cent. 

Fourth, we are going to tax the incomes of stockholders in these corporations various 
amounts up to 50 per cent. 

Fifth, we are going to reach these stockholders in another way by special taxes, 
such as stamp taxes, a tax on automobiles, and so on. 


* * * 


W HATEVER names we apply to these various schemes of taxation it is obvious that 

all the money must come, by one channel or another, out of the incomes or property 
of individuals. ‘We may intercept the money in some way before it reaches the individual, 
or we may take it away from him after he gets it, but the final effect is the same. 

A corpotation, although a separate entity for legal and business purposes, is in essence 
nothing but a means of enabling numerous persons to participate in the ownership of an 
enterprise. When we tax a corporation we are really taxing its owners. Whether the 
tax is applied to them as individuals or as owners of stock in the corporation is merely a 
question of convenience’or simplicity. 


* * * 


AND after we have gone after a man’s money by the above five varied methods—all of 
which are of course in addition to our ordinary peace taxes—we then appeal to him 
to buy war bonds by the billion. 

A formidable program—but we can carry it through. As a people, we are wealthy, 
we are patriotic, we are determined. 

But we are not, by any of the complicated means of taxation proposed, making the 
war pay for the war. We ourselves must pay for the war, and we can do it better, more 
easily and more equitably if we avoid befuddling our minds by phrases which have only 
a meretricious glitter. 
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Leading Opinions 


About Financial, Investment and Business Conditions 





Copper Price 
Satisfies Producers 


Large copper producers seem gratified 
with the price of 23% cents a pound 
fixed by the Government for copper. 
In most quarters 22% cents had been ex- 
pected. 

John D. Ryan, president of the Ana- 
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conda Copper Mining Company and 
chairman of the copper committee repre- 
senting the producers, said: 


“Producers are satisfied with the figure 
fixed. I believe it is good for the producers 
and the country. The price is also high 
enough to encourage the maintenance of the 
present rate of output. In addition to being 
fair to the large produceis it is satisfactory 
to the smaller ones. 

“The agreement to sell copper at 23% cents 


a pound goes into effect at once. This will 
eliminate the premium now being paid on spot 
copper, as everybody will get the metal at the 
figure named by the Government.” 


Charles Hayden, an officer and direc- 
tor of several of the large porphyry cop- 
per companies and a member of the 
banking firm of Hayden, Stone & Co., 
believed the price was fair, but relatively 
unimportant from the copper stockhold- 
ers’ standpoint in view of the excess 
profits tax. He said: 


“The important thing to owners of copper 
shares is that the major portion of profits in 
excess of 8 per cent on their capital stock 
and surplus must go to the United States Gov- 
ernment. That provision in the bill using earn- 
ings for 1911, 1912 and 1913 as a basis to com- 
pute the excess profits to be taxed by the Gov- 
ernment might as well not be there -so far as 
the copper companies are concerned, owing to 
that stinger which states that the earnings on 
which exemption is granted must not exceed 
8 per cent. 


“No Oil Shortage 
Danger”—A. C. Bedford 


President A. C. Bedford, of the Stand- 
ard Oil Co. of New Jersey and a member 
of the oil committee of the Council of 
National Defense, told the war conven- 
tion of the United States Chamber of 
Commerce in session at Atlantic City 
that there is not the slightest danger of 
a deficiency in the supply either of crude 
oil or its by-products during the war. 


“America,” said Mr. Bedford, “is producing 
and can produce all that will be needed for 
war purposes, but our government should re- 
ceive the first call upon all petroleum pro- 
duced, either for itself or as it may designate 
for the use of our Allies in their conduct of 
the war.” 

The big problem confronting the industry, 
Mr. Bedford declared, was to increase the 
production of crude oil and to induce pro- 
ducers to make a greater effort in obtaining 
a larger output. The price, he added, should 
be sufficiently attractive to induce more and 
more people to drill wells, thus insuring a 
steady supply and offering always the oppor- 
tunity of finding a great pool which will make 
the whole situation “suddenly easy.” 

While the oil refining capacity of the coun- 
try, Mr. Bedford stated, is greater than the 
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present demand, the United States is con- 
suming crude oil at the rate of 330,000,000 
bbls. a year, while the annual production of 
the entire nation amounts to but 312,000,000. 
There was in storage in the United States 
on July 1 last, however, 164,590,942 bbls. of 
crude oil. 


“Must Finance 
Allies”—Kitchin 


Chairman Kitchin of the Ways and 
Means Committee in opening the debate 
upon the $11,000,000,000 bond and cer- 
tificate bill “put it up to the House” that 
the United States must finance the Allies. 
“They are no longer able to finance them- 
selves,” he said. “We are. What are 
you going to do about it ?” 

“I did not mean to state,” said Mr. Kitchin, 
“that the peoples of the Entente nations would 
not fight if aid from the United States was 
denied but I wanted to say that they are taxed 
about all they can stand and that their gov- 
ernments must secure loans from the United 
States. The advancement of $4,000,000,000 to 
the Allies therefore becomes imperative.” 


C. H. Sabin Suggests 
Gov't Supervise Offerings 


The suggestion that it might be well to 
consider the propriety of forming a com- 
mission to pass on the priority of public 
security offerings, in order that the Gov- 
ernment may have the right of way in 
financing the war, is made by Charles H. 
Sabin, president of the Guaranty Trust 
Company of New York. 


“There is one phase of Government financing 
to meet the needs of war which must not be 
ignored if it is to be attended with the largest 
possible measure of success, and that is the 
desirable elimination of competition for the 
Government issues as they are offered. 

“It may even be necessary to suggest the 
formation of a government board to pass on 
the priority of public financial offerings, as 
is now being done in the fields of transporta- 
tion and production. In order to perform our 
successful part in this war, there must be con- 
tinuous new financing in transportation and 
industrial fields to enable these important 
military aids to render the service demanded 
of them. The investment market should be 
eat open to their requirements as far as pos- 
sibie. 


“Economic Resources 


Will Win War”—J. A. Farrell 


James A. Farrell, chairman of the Na- 
tional Foreign Trade Council and presi- 
dent of the United States Steel Corpora- 


tion, at the foreign trade session of the 
War Convention of American Business 
at Atlantic City spoke upon the topic 
“Helping to Win the War Through 
Foreign Trade.” 


He declared that superiority in economic 
resources would decide the contest, and urged 
that all the resources and influence of the 
United States be employed to maintain our 
trade with our Allies and the neutrals, par- 
ticularly in Latin America and to restrict 
commerce that might benefit the enemy. 

“It seems beyond question,” he said, “that 
German economic organization has success- 
fully utilized for the conduct of the war the 
greatest possible percentage of the resources 
available either at-home or in_ territory 
acquired by seizure or conquest. We, who 
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are the latest comers within the circle, are 
only beginning to appreciate how many cher- 
ished customs must be surrendered if we are 
to a our full weight in this war. 

“By dint of prodigal use of all of the com- 
batants, these resources have been very seri- 
ously reduced, and in the case of Germany 
they must be approaching exhaustion. There 
can be no question on which side lies the pre- 
ponderance of economic strength. Whether 
in point of population and man-power, or of 
stocks of food and the command of the raw 
materials of industry, the Entente Allies 
were, even before the adhesion, of the United 
States, much richer in the essential require- 
ments of warfare than the Central Powers. 
But it is equally beyond question that under 
German control and direction these Powers 
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have been as a whole able to find compensa- 
tion for their inferiority in material resources 
by the possession of an organization which 
rendered possible their effective use. 

“It is here that an imperative obligation 
rests on American business to contribute its 
intelligence, its energy and its tenacity, whole- 
heartedly and unselfishly, to the problem of 
how all the resources at joint command can 
be best employed in the service of the war.” 


Harding Encourages 
Short-Term Paper 


W. P. G. Harding, Governor of the 








7 


~ Fed ‘ 
neue ied ioc re fh ? 
Tun Tey BO — . 
teem ure TH UTE a 
_— 
= 


ES 





jn\aesm : 
<= ~A 














—N. Y. Tribune. 
WAITING FOR PUBLIC OPINION TO CATCH UP. 





Federal Reserve Board in Washington, 
has sent a letter to the twelve Reserve 
Banks advising them that the board has 
approved the suggestion recently made 
by James S. Alexander, president of the 
National Bank of Commerce in New 
York, that banks encourage the issuance 
of short-term commercial paper for pe- 
riods not longer than four months, in- 
stead of six months as is frequently the 
case. 

Governor Harding says that in view of 
the anticipated heavy demands to be made 
on the Reserve Banks it is desirable that the 


commercial banks of the country should have 
in their portfolios a maximum amount of 


paper that can be rediscounted with the Fed- 
eral Reserve Banks. 

“As the Federal Reserve Banks can redis- 
count only paper which has not more than 
90 days to run, it follows,” Governor Hard- 
ing declares, “that if investments of member 
banks are in six months’ paper, an average 
of only 50 per cent of such paper is available 
at any one time for rediscount; but should 
the investments be in paper having four 
months or less to run, at least 75 per cent 
would on an average have not more than 90 
days to run to maturity and would therefore 
be immediately available for use at the Fed- 
eral Reserve Bank. 


Steel Men on 
Government Price 


While the prices fixed by the Govern- 
ment for copper and steel did not make 
any great outburst of enthusiasm on the 
part of producers, nevertheless the net 
feeling in the steel and copper trading is 
one of satisfaction. 


Commenting upon the steel prices Judge 
Gary, chairman of the Board of the Steel 
Corporation and president of the American 
Iron & Steel Institute, said: 

“The base prices for iron ore, pig iron and 
the leading steel productions in which the 
Government is specially interested, as fixed 
by the President, while much lower than the 
prevailing market prices and considerably be- 
low the expectations of the manufacturers, 
yet, on the whole, taking everything into con- 
sideration, I believe are fair and reasonable 
and come within the conditions named by the 
President in his proclamation issued last June. 

E. A. S. Clarke, president of the Lacka- 
wanna Steel Company, remarked that the 
prices were not only satisfactory, but will 
leave a fair margin of profit. 

“The prices will stimulate production,” said 
Mr. Clarke. “The announcement now removes 
the uncertainty and everybody will get back 
to work and cut the cloth accordingly. Of 
course, there will be some dissatisfaction in 
isolated cases from manufacturers who have 
re-opened old plants because of the high 
prices that prevailed, but the industry in gen- 
eral should be satisfied. 

“The manufacturers will do their -part to 
win the war.” 


Expert Financial Opinion 
More Optimistic 


A. A. Housman.—To be bearish on rail- 
road securities has become a habit of the Wall 
Street mind. When railroad stocks go down, 
all the reasons why they should go down are 
re-stated; when they stop going down or go 
up a little there is merely a feeling of relief, 
or the thought that no kind of calamity is ever 
quite uninterrupted. 
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You will find yourself talking to men who 
are bullish on industrials, bullish on mining 
stocks, bullish on everything, in fact, except 
railroads. That is atcepted as a rational point 
of view only because it is so familiar. If you 
will stop to think of it you will see that one 
who is really bearish on railroads cannot ra- 
tionally be bullish on anything. 

The significance of the government’s new 
policy toward railroads has not been appre- 
ciated. Probably we have seen the minimum. 
It seems as though railroad profits never again 
will be permitted to fall below the average of, 
say, the last five years. And that, if you will 
believe it, is not a low average. _It is a very 
high average. The American railroad indus- 
try, the largest thing of its kind in the world, 
is guaranteed by the government at what 
might be called the peak of its development. 
This last statement will be disputed offhand. 
Yet we stand on the statistical record. Never 
in the history of American railroading were 
the average profits higher than in the last five 
ears. 

7 One who will take a consistently bullish po- 
sition on American railroad securities now 
will have the comfort of knowing that if they 
are not good, nothing is; and that if they fail 
it will be because the United States Govern- 
ment has been unable to fulfill its guaranties. 

Railroad securities are not increasing. 
Therefore, they are bound to be benefited ul- 
timately by the enormous increase in the vol- 
ume of war loans. People will more and more 
want railroad securities for variety 

S. Bache & Co.—Optimistic views on 
the situation are held by many business men, 
who have expressed themselves to us during 
the period of depression and lowering prices 
in Wall Street recently. It is a ques- 
tion, after all, whether the bearish attitude 
in the stock market, which prevailed 
then, was not due to technica] conditions. 
These consisted in lack of support caused by 
the widespread attitude (of those who give 
such matters attention) of waiting for uncer- 
tainties to be cleared up as to money, price- 
fixing, taxes, etc—and waiting thus, not with 
especial anticipation of unfavorable results to 
follow, but with the idea of ascertaining more 
exactly the bases on which decisions would be 
reached in order to calculate more clearly the 
measure of prosperity which will be likely 
to follow. 

As these problems are being gradually 
solved, especially that of money, activity has 
been resumed, and such activity should be 
now all the more stable, because prices had 
in the period referred to sunk actually to bar- 
gain levels of even normal times. 

Moore, Leonard & Lynch.—There is 
likely to be a continuance of the liquidation in 
high-grade investment stocks by holders who 
wish to put themselves in a position to sub- 
scribe to the new loan, and this will work 
against much of an upward move in these is- 
sues. For permanent investment purposes 


many of these stocks, however, look attrac- 
tive. Southern Pacific is earning its 6% divi- 
dend three times over. Chesapeake & Ohio is 
earning its $4 more than three times, and 
Atchison is earning its $6 dividend 2% times. 
Some of the Eastern roads are not doing so 
well, and it might be an opportune time for 
investors to change horses. Pennsylvania, for 
example, is at the present time only earning 
at the rate of about $4% a-share per annum, 
which is not so very big a margin over its $3 
per annum dividend. This stock yields con- 
siderably less than the other three rails men- 
tioned, in spite of the fact. that it is earning 
its dividend with a much smaller margin to 
spare. 

Sheldon, Morgan & Co.—The significance 
of 23!4c. copper can be best realized when it 
is recalled that Mr. Baruch filled the Govern- 
ment order in March at 163%4c. Stock of the 
Anaconda Copper Company is selling today 
about where it sold when the nominal price of 
copper was 17c. In this connection, however, 
it must be remembered that at that time there 
was no excess profits tax to be counted on. 
Nevertheless, while it is doubtful that the time 
is ripe for any big bull speculation just now, 
it seems certain that prices of securities have 
been too far depressed, and that the recent 
rally has not yet brought them to the level 
at which they are entitled to sell. Those who 
predicted a moderate rise in the market prior 
to the new Liberty Loan campaign, which 
starts October 1, are likely to have their prog- 
nostication fulfilled. 

Keane, Zayas & Potts.—The wise investor 
finds his best opportunity in times of price 
depression. Prices will not always remain 
low. Recovery is as certain as sunshine after 
a storm. The war will end very suddenly one 
of these days, and then the world will devote 
all its energies to regeneration and reconstruc- 
tion. There will be more work to do than 
the world has ever before undertaken at one 
time, and fewer men to do it with. Of all the. 
nations in the world the United States will be 
best prepared for the labors of peace. We 
shall have to play a large part in replenishing 
the world’s supply of food, we shall have to 
increase our production of raw materials and 
manufactures to meet a worldwide demand, 
and we shall own and operate the ships neces- 
sary to carry our commerce into all quarters 
of the globe. All nations will seek our mar- 
kets, and we shall trade in theirs to an extent 
barely dreamed of now. And before that day 
there will come a new appreciation of values 
of our securities that should far outrun any- 
thing that has gone before. 

The opportunity of the wise investor is here, 
or close at hand. How large a harvest he 
may reap from it depends upon himself. The 
three pre-requisites are CASH, CONFI- 
DENCE and PATIENCE, and he must have 
full confidence and more patience. This com- 
bination now should mean the foundation of 
a fortune. 














The Business Situation 


Some Hesitation and Readjustment, but Activity Continues 





IGH prices, and the Government’s building a constantly increasing difficulty. 
efforts to control them, continue | This very high range of prices affects the 
to be the most notable feature of bank clearings, since a good deal more 
the business situation. Index money is needed to handle the same quan- 
numbers in both this countryand tities of materials or finished products. 

England have reached new high levels this Hence, although bank clearings are consid- 
month. Bradstreet’s commodity index for erably above those of a year ago, it is prob- 
September was more than 40 per cent. able that there has been some decrease in 











Average Average Per cent Per cent 
Money Rate Money Cash to Loans to Bradstreet’s English 
Prime Com- Rate Deposits New Deposits New Index of Index of 
mercial Paper + | York Clearing- York Clearing- Cc dity Commodity 
New York. Banks. house Banks.* house Banks.* Prices. Prices. 
Bent, RSET... ce ccvce 5% 5 73.8 $107.8 16.64 5,658 
CS | Pree 5 5 $4.6 $103.4 16.40 5,579 
SS rere 4% 5 75.4 $104.1 16.07 5,645 
a Seer 35% 5% 14.0 96.5 11.78 4,372 
ie eee sie ae 5 20.4 91.7 9.80 3,296 
ee ae 65% 5% 22.7 102.9 9.75 2,698 
re etek aeleds 6 4% 25.5 100.5 9.10 2,693 


*Affected by the new Federal Reserve System. {Till money only now required. 
tDoes not include Government deposits. 


Total Bank Clearings Balance of Gold _ Balance of Building Business 








Bank of U.S. Movements Trade Operations, Failures 
Clearings Excluding —Importsor —Imports or Twenty Total 
of U.S. N. Y. City Exports Exports Cities Liabilities 
(Millions) (Millions) (Thousands) (Thousands) (Thous’ds) (Thous’ds) 
aug. 1917........ 25,099 er. 2... tokens <-> ) etemnen 29,005 15,772 
ee 25,665 * 10,480 Exp. 41,748 Exp. 147,077 32,956 17,164 
Aug. 1916........ 19,814 8,046 Imp. 29,458 Exp. 310,851 39,292 17,913 
eS ere 14,271 5,733 Imp. 60,512 Exp. 118,805 44,764 15,698 
ye =a 9,932 5,351 Exp. 15,080 Imp. 19,400 34,168 38,709 
it Ee 12,391 5,629 Imp. 4,609 Exp. 50,257 39,259 22,237 
U. S. Steel Production Price of 
Unfilled Wholesale of Iron Electfo. —Crop Conditions on 
Orders Price of (Tons) Copper. Winter Spring 
(Thous’ds) PigIron* (Thous’ds) Cents. Wheat Wheat Corn Cotton 
Rh ee eT 23.5 $ gms §76.7 °.... 
Ame. . T9817. «20> 10,407 49.90 3,248 272 in 68.7 78.8 678 
July, 1917..... 10,844 49.90 3,342 28.9 75.9 83.6 81.1 70.3 
Sept. 1916..... 9,522t 17.28 3,204t 26.8 75.7F 48.6 71.3 56.3 
i = RS 5,317 14.15 2,780t 17.5 84.47 94.6 78.8 60.8 
Ul 3,787t 13.25 1,995t 12.1 94.1F 68.0 71.7 73.5 
ws 5,003 14.25 2,543t 16.3 81.67 75.3 65.1 64.1 





*No. 2 Southern at Cincinnati. tJuly. ftAugust. §Sept. Government Forecast, all wheat, 
668,000,000 bu. against 653,000,000 in 1916; corn, 3,248,000,000 against 2,583,000,000; oats 1,533,- 
000,000 against 1,252,000,000. 








above September of last year and 92 per the actual turnover of goods:as measured 
cent. above the level of June, 1914. Such a_ in quantities. 


tremendous upheaval in prices is mecessa- The astonishing fall in our July excess 
. the controlling feature in many lines. of exports over imports was due to an in- 
n building operations, for example, ac- crease of about $43,000,000 in our imports 


tivity has been decidedly checked by the and a decrease of over $70,000,000 in ex- 
high cost of materials. Building permits in ports as compared with July of last year. 
twenty leading cities during the last three Our partial embargo on exports to neutrals 
months have been less than half those of a had some effect and war exports to our 
year ago. The steady drain of skilled allies were also smaller. The gradual 
labor into the war and shipping industries growth of imports is to be expected so long 
has also been an element in making as our price level continues to rise. 
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What’s the Matter with Erie? 


Why the Property Has Not Fulfilled Expectations — Its 
Present Position and Prospects 





By A. U. ROSENTHAL 





OOR old Erie! Railroads are 
projected — become affluent — 
sink to the depths of adversity 

: —are rehabilitated, but Erie, 

like the babbling brook, forever wends its 

weary way. Periodically Erie is injected 
with a serum in the form of money, 
straightens up, bustles around in a period 
of great activity and finally succumbs, 
falling heavier than ever before—figura- 
tively the cocaine fiend of finance. And 

Erie’s stockholders are bounced, jounced 

and buffeted around, buoyed up with the 





Erie. Instead of knocking, that elusive 
maiden has hammered at Erie’s doors 
begging for recognition, only to be 
ignored. As late as the beginning of 
1916 Erie had its periodic period of ex- 
uberance. And at the time it was 
thought that the road at last was on its 
first lap toward a major organization. 
But alas, the wheels slipped, its business 
became so congested that before things 
were adjusted Erie had made its regular 
mess of things and was back where it 
started (or a little further back). 














“Fill” for New Line for Eastbound Traffic. Type of construction work which Erie has been doing. 


hope that each time is the time for Erie 
to take its place (where it rightly be- 
longs) among the high class rails in the 
country. With the patience of Job, Erie’s 
owners have seen their railroad made a 
football for stock market manipulation, 
grossly mismanaged, built and rebuilt 
until their patience is on the verge of ex- 
haustion. 

Not that Opportunity has overlooked 


With great gusto it was pointed out 
that Erie after years of preparation was 
at last able to handle millions more busi- 
ness. It was carefully estimated that its 
plant was in a position to expeditiously 
care for $30,000,000 additional gross 
business. Then in answer to the call Erie 
was provided with the business and down 
fell the organization like a house of cards. 
Operating expenses proportionately kept 
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pace, in fact increased at a greater rate 
than gross. Result, nothing gained. 
What, then, is the matter with Erie? 
Surely there is something fundamentally 
wrong when the same performance is 
enacted under every condition. Is it the 
management, or the financial structure? 
Let us try briefly to diagnose the position 
of Erie’s stockholders and see if we can 
determine what they can expect in future. 
Erie’s Difficulties 

Erie’s past reads like a page out of a 
bankruptcy proceedings record. The 
foundation for the present property was 
laid in 1832 when the New York & Erie 
R. R. was chartered. In 1861 this com- 
pany was reorganized and the Erie Rail- 
way Co. emerged. The latter lasted until 
1878 when another reorganization was 


ings back into the road so that whatever 
faults they may have it cannot be said 
that maintenance was neglected. Ex- 
tensive improvements have been made in 
equipment grades, road-bed and ter- 
minals. Its system of double tracks was 
enlarged from 701 miles in 1901 to over 
1,245 miles at the present time, and at 
least 125 miles of first track have been 
added in the period. Over $105,000,000 
has been expended in making these and 
other improvements in the seven year 
period and a large part of this sum has 
been taken out of earnings. 

Just to show what has been accom- 
plished in this direction, in 1902 it re- 
quired 12,632,532 freight train miles to 
move 27,697,157 tons of freight, earning 
$30,191,114, and in 1915 it required only 








ERIE FOR 10 YEARS 





% Expenses 

Gross Op. Rev. to Gross 
Sear $51,194,113 65.59 
PRS ee 46,746,436 78.02 
Rela nahn natin el 47,514,859 68.81 
SE ad - aa/clamrneitnicl 51,830,720 66.48 
Fs eee eS 53,820,050 66.61 
Re aR eA. 53,708,469 70.20 
Bits dis wijale akbee esas 59,465,185 68.45 
Ths on a dnity sonbion 7 74.10 
SE Gh chi shah vetoes eda 66,436,720 65.35 
BE al ced icltn ensnaden 74,311,262 71.93 
10 Year average ...... $56,283,257 69.55 

* Deficit. 


tIncludes outside operations. 


Total Income Net Income Surplus 
$17,950,414 $4,261,629 $1,705,933 
11,669,038 *2,199,226 $2,199,226 
16,812,880 2,565,717 2,565,717 
20,099,787 5,069,456 5,069,456 
20,345,669 4,050,685 4,050,685 
18,729,556 2,794,751 2,794,751 
22,634,411 6,682,568 6,682,568 
15,612,222 159,523 159,523 
23,280,187 6,016,220 6,016,220 
22,382,830 4,631,912 4,631,912 
$18,946,699 $3,403,324 $3,147,754 








necessary and the property was re- 
launched under the name of New York, 
Lake Erie & Western. This company 
struggled along until 1895 when it was 
bankrupted, sold under foreclosure and 
reorganized into the Erie Railroad of 
today. Not that its skirts have been 
clear since that time, on the contrary if 
it were not for the timely assistance of 
Harriman in 1908 another receivership 
would have been necessary. 

Despite all its difficulties it cannot be 
denied that Erie has been building a 
wonderful plant. Since its narrow escape 
in 1908 the property has been steadily im- 
proved physically until it now has the 
essentials of an excellent transportation 
system. In fact it has been the consistent 
policy of the management to plow earn- 


12,705,208 freight train miles to move 
39,974,996 tons of freight, earning 
$50,568,092. 

From the standpoint of increased facili- 
ties, better operating conditions and al- 
lowance for handling a larger gross 
business, Erie’s growth has been steady 
and commendable. Its gross has grown 
rapidly, but contrary to expectations 
operating expenses have kept right on 
the trail. 


Earnings and Relation to Capitalization 


Erie’s earnings have never been a real 
cause for enthusiasm over the prospects 
for the common stock at least. Over a 
10-year period an average of only 1.41 
per cent was earned on the common. 
1913 and 1915 were two of its best years 
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when 3.67 and 3.08 per cent, respectively, 
was, shown on the junior issue. In 1916, 
when the road returned the largest gross 
in its history, only 1.85 per cent was 
shown on the common stock. Gross 
earnings have been headed steadily up- 
ward however. From $39,102,302 in 
1901 they grew to $74,311,262 in 1916 and 
they are expected to be as large for the 
present year. 

But after all gross tells only a small 
part of the story; it is net that counts 
from the stockholders’ point of view. In 
1915 the company returned $6,016,220 to 
net (the best year except 1913 in a de- 
cade). In 1916 with over $4,000,000 
more in gross it was only able to show 
$4,631,912 or 9.67 per cent, 16.97 and 
1.85 per cent on the first preferred, 2nd 
preferred and common, respectively, 
against 12.56 per cent; 25.63 and 3.08 
per cent for the preceding year. This is 
significant in that 1916 was a banner 
year for nearly all the railroads, while 
Erie already showed signs of cracking 
under the strain. 

What the result of this year’s opera- 
tions will be is a problem. Six months 
gross shows an increase over last year of 
$1,491,966, but a decrease in net after 
taxes of $3,802,704. It is very unlikely 
that anything will be earned on the com- 
mon stock this year and there should be a 
decided drop in the percentage shown on 
the preferred issues. Gross will probably 
run about the same. 

When Erie’s schedule of growth was 
mapped out it was estimated that assum- 
ing the same average increase in gross 
and the same ratio of operating expenses 
as in the past the operating income of 
the road in 1917 should be $18,889,385 ; 
in 1920, $20,416,246, and in 1922, $21,- 
943,107. 

The whole trouble with this estimate 
lies in the fact that expenses are running 
far in excess of previous ratios. This is 
not entirely due to extraneous conditions 
either. It is perfectly true that the com- 
pany in common with all the other rail- 
roads is suffering because of high costs 
for labor and supplies of all kinds, but 
even in 1916 when other roads were 
doing their best Erie’s expenses were 
rapidly nullifying the benefits of in- 
creased gross. 


Operating Inefficiency 


There is no reason for the alarming 
rise in expenses except operating in- 
efficiency. Erie is now and has been 
for the last two years offered all the 
business she can handle. When she 
got the business the operating officials 
made such a botch of things that em- 
bargoes and congestion resulted. By 
the time things were straightened out 
the damage had been done and an- 
other opportunity to get started right 
had been wasted. It is certain that 
Erie’s operating department will have 
to be greatly improved if the road ex- 
pects to take the place it desires in the 
railroad world. 

Another and probably the real 
trouble with Erie lies in its financial 





ERIE STOCK PRICE RANGE 
Firet Preferres B Second Preferred Common 














structure. The road has never been 
able to raise new capital on favorable 
terms and has to rely on its surplus 
earnings for immediate financing. A 
glaring example of this fault was 
shown last year when the company 
had to sell $19,000,000 4 per cent. bonds 
at 85, convertible after April 1, 1918, 
into common stock at $50 per share. 
A very poor piece of financing from 
the common stockholders’ viewpoint, 
but only shows more convincingly how 
low Erie’s credit really is. The pres- 
ent market position of Erie’s bonds 
emphasizes the unsatisfactory credit 
position of the road. 

soiled down to a few words the ever 
excessive rates of operating expenses 
to gross have and probably always will 
keep Erie’s net down to a discourag- 
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ingly small sum. In addition, its 
bonded debt is so large in proportion 
to its total capitalization that slight 
changes in operating income cause 
wide variations in the per cent earned on 
its stocks. 

The long and short of the whole 
proposition is that Erie is overcapital- 
ized, and it is certainly hazardous to 
attempt to determine the day when it 
will grow up to its capitalization. 

In all fairness to the present man- 
agement we must never lose sight of 
the fact that Erie is loaded up even to 
this day with burdensome contracts 


make a most insignificant showing it 
can readily be seen just how a period 
of stagnation will affect its position. 
In the January 20, 1917, issue of 
THE MAGAZINE oF WALL Street, | 
pointed out that Erie had passed its 
peak and suggested a switch into 
Southern Railway selling below it. 
Some may accuse me of wearing blue 
goggles when viewing the ~prospects 
for Erie, but such is not the case. With 
improved operating conditions and a 
scaling down of its capitalization Erie 
should in time be able to work itself 
into a strong position. The impression 
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entered into in the “good old days” for 
the benefit of the directors instead of 
the road. Erie has a difficult past to 
live down and the after effects are still 
present. But we are discussing the 
facts as they are instead of how we or 
others should like them to be. 


Position of the Stocks 


What then is Erie’s present status? 
Erie has been a “long pull” proposition 
for so long that its stockholders might 
just as well know how long pull a 
proposition it is. If in the present big 
era of prosperity the road was able to 


must not be obtained that Erie as it 
stands is hopeless. It will probably 
muddle along a little better perhaps 
than usual, but still muddle along un- 
til the conditions suggested are put 
into practice. In the meantime, it is 
useless for stockholders to be buoyed 
up with false hopes or expectations. 

Dividends on the preferred issues, 
even, are remote and the common 
needs no discussion. The plant is there 
but it cannot turn out the goods. There 
are plenty of other rails selling for 
very little more with infinitely better 
prospects for the long pull. 














Corn Products—Has It Justified Its 
Capitalization? 


What the Growth in Earnings Indicates—Company’s Finan- 
cial Condition—Importance of Government Suit on the’ 
Values of Its Securities 





By FRED L. KURR 





ORN PRODUCTS REFINING 

is a typical example of a com- 
weed pany grossly overcapitalized 
weeny §=when organized, that has been 
able through good management and the 
fact that its line of business was a stable 
one, to finally bring earnings up to such 
a point that its financial structure no 
longer looks so top-heavy. 

Until a few years ago this company 
was one of the horrible examples al- 
ways mentioned in a discussion of 
watered stock of American corpora- 
tions and for years it was thought that 
the company would finally be reorgan- 
ized with a capital more consistent 
with its assets and earning power. In 
fact, as late as March, 1914, the share- 
holders adopted a resolution that in 
their judgment the share capital 
should be substantially reduced, but in 
the absence of a plan considered feas- 
ible by the company’s attorneys, no 
action was taken. 

The earnings statements of the com- 
pany up to that time had shown little 
to justify optimistic hopes for the fu- 
ture. For the year ended December 
31, 1914, less than one-half of one per 
cent. was earned on the common stock 
and the best showing ever made up to 
that time was three-quarters of one per 
cent. earned on the common in 1909. 
The company had made progress, how- 
ever, which did not show on the sur- 
face. The plants and organization had 
been made much more efficient and 
when the industrial boom of 1915 and 
1916 came along, Corn Products was 
in a position to take full advantage of it. 


Large Earnings 
In 1915 earnings took a big jump 


(See Graphic two) and 3.36 per cent. 
was earned on the common stock. The 
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following year, 1916, saw a. still 
greater increase and 8.03 per cent. was 
shown for the common. Naturally, on 
this showing all talk of a readjustment 
of capital was discontinued. 

The wonderful earning possibilities 
of this company are strikingly illus- 
trated by its performance in the first 
six months of 1917. Net earnings in 
that period reached the imposing total 
of $6,097,721, equal to 12.25 per cent. 
on the common stock, or at the rate 
of 24.50 per cent. per annum. Due to 
special conditions it is not thought 
likely that the second six months will 





RODUCTS REFINING. 
Capitalization 


CORN 














show up quite as well, but it is reason- 
able to expect that earnings for the full 
1917 year should reach 20 per cent. 
The principal factor in reducing earn- 
ings in the second half is the difficulty 
in obtaining corn. In September all 
the plants were shut down for two 
weeks and operations were only re- 
sumed at one-third of capacity. This 
is only a temporary condition, how- 
ever, as the biggest corn crop in the 
history of the United States will be 
harvested this year and there will be 
plenty for Corn Products. 

Of course this company, as all ether 
companies that have shown big in- 
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creases in earnings since the war, will 
be hit by the excess profits tax. Al- 
lowing for all taxation, however, it is 
estimated that Corn Products will 
show a balance available for common 
dividends in 1917 of at least 15 per cent. 
This will be more than the total earned 
on the common stock in the ten years 
preceding 1917. 


Financial Condition 


The last balance sheet published, 
which was as of December 31, 1916, 
showed a strong financial condition, 
working capital being $11,578,943, of 
which $2,566,976 was cash. Earnings 


Corn Products situation is the Govern- 
ment suit asking for the dissolution of 
the company under the Sherman Anti- 
Trust law. This suit was brought in 
March, 1913, before the United States 
District Court in New York City, 
which has already rendered its decision 
and it was against the company. The 
case has been appealed and will be de- 
cided by the United States Supreme 
Court. Until this decision is rendered 
there is no likelihood of dividends be- 
ing paid on the common stock, as 
Judge Hand virtually enjoined the com- 
pany from making any disbursements 
on the common until the case is set- 


CORN PRODUCTS REFINING COMPANY. 
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since the first of the year have prob- 
ably added $5,000,000 more to the 
working capital of the company. 

Back dividends on the preferred 
stock which is a 7 per cent. cumulative 
issue were largely paid off in 1916 and 
1917 and there now remains only 4.67 
per cent. of these back dividends to be 
paid. It is expected that they will be 
paid off before the end of the year. 

Up to 1917 Corn Products put ap- 
proximately $11,000,000 back into the 
property from earnings, and in addi- 
tion has made liberal charges for de- 
preciation and replacements each year. 
Its plants are all in prime condition. 

e most unfavorable factor in the 





tled. Just when the decision will be 
handed down is, of course, uncertain, 
but it is not likely to be given until 
some time in 1918. 
History 

Corn Products Refining Co. was in- 
corporated in 1906 under the laws of 
New Jersey and acquired the stocks 
of the Corn Products Co., the New 
York Glucose Co., the Warner Sugar 
Refining Co., the St. Louis Syrup & 
Preserving Co., and the Cereal Sugar 
Co. Practically all of the stock of the 
National Starch Co. is also owned. In 
1910 control of the Novelty Candy & 
Chocolate Co.:was acquired. The en- 
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tire capital stock of the following 
transportation and foreign trading com- 
panies.is also owned: Chicago, Peoria & 
Western R.R., Illinois Valley Belt R.R., 
Crystal Car Line, Granite City, Al- 
toona & Eastern Ry., Corn Products 
Co., of England, and Corn Products 
Co., of Germany. 

Corn Products owns ten plants lo- 
cated in Illinois, New Jersey, New 
York, and Iowa. The National Starch 
Co. has eight. plants located in New 
York, Illinois, Indiana, Ohio, Nebraska 
and Iowa. The Novelty Candy Co. has 
four plants in New Jersey, Pennsylva- 
nia, Illinois and Tennessee. 

Approximately 75 per cent. of the 
glucose made in the United States is 
the product of this company, about 30 
per cent. of which goes into the manu- 
facture of candy. The company’s most 
famous brand is Karo Corn Syrup. In 





HIGH AND LOW OF CORN PRODUCTS’ 


STOCKS 

Preferred Common 
High Low High Low 

| ee 112% 96% 37% 18 
See kcanan 113% 85 29% 13% 

BO Sndcnne 96% 65 21% 8 

BO cida Gass 7 58% 13% 7 
a 79% 614% 17% 7% 

Pe 8914 75 22% 10 
és ceate 85 73 15% 9% 
SE. ccdenst 86°%% 7036 23% 11% 
a 93% 73% 26% 16% 
ae 80 56 20% 10% 

ae 88 46 24% 8 
Sh .c6s sens 85% 14% 28 18% 





1916, 230,000,000 pounds of Karo 
syrup were sold and 1917 sales will far 
exceed this. 

After the War 


An important point to consider is— 
what will the company’s position be 
after the war? Presuming that the 
present unusually heavy domestic de- 
mand will be curtailed when hostilities 
cease, there are several compensating 
factors. In the first place the war 
caused a falling off in Corn Product’s 
exports of 25 per cent. and this should 
be more than made up when peace 
comes. In the second place corn is 
selling at an unprecedentedly high price, 


and will undoubtedly come down 
sharply with peace. This would be of 
material advantage to the company as 
it has made no advance in the price of 
Karo Corn Syrup to the consumer, 
since the beginning of the war. 

The management has several times 
gone out of its way to express itself 
conservatively in regard to its securi- 
ties. In the annual report the follow- 
ing statement was made: “Stockhold- 
ers should realize that these unusually 
large profits are due to abnormal con- 
ditions and must not be regarded as 
an index to normal conditions.” The 
management has also stated that 
should the Government. suit be decided 
against it it would very materially in- 
terfere with the present profitable op- 
erations of the company. The man- 
agement in the past has, however, been 
ultra conservative in its statements 
and it is very possible that these re- 
marks had best be taken with a grain 
of salt. 


Position of Securities 


In the three years ended December 
31, 1917, the company will have earned 
after all deductions for depreciation, 
excess profits tax and other taxes, the 
present market price (28) of the com- 
mon stock with something to spare. 
Thus considering the common stock 
as having had no assets behind it three 
years ago, its asset value at the end of 
1917 should be in excess of the present 
market price. 

The future of this stock will very 
probably largely depend on the out- 
come of the Government suit. It is 
quite possible that company will be 
forced to disintegrate in such a way 
that the value of the common would be 
doubtful to say the least. If, on 
the other hand, present business is al- 
lowed to stay intact, possibilities of the 
common ultimately going to higher 
levels appear very good. 

The bonds and preferred stock are 
entitled to a good investment rating. 
Neither should suffer by the dissolu- 
tion of the company, as they are amply 
protected by the asset value of the 
plants and the large working capital. 


























Railroad Rates and Rebates 


Unsound and Uneconomic Decisions of Interstate Commerce 
Commission— Weakness of Railway Operation — Fool- 
ish Legislation—Hepburn Law Raised Rates—_ 
Economies Prevented by Law 





By GUY MORRISON WALKER 


Author of “Measure of Civilization,” “Railroads and Wages,” “Trust Companies,” “What Shall 
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Part IV 





The previous articles have shown how railroad rates were first made up by a sum of charges 


for various services; that reduction develo 
Gute economies between the railroads an 
that 
ized railway finance; that 


and retarded railroad development. 


through a system of consolidating services and 
the shippers; 
rate reduction has been by means of rebates; that 
attempts to base rates on physical valuation have demoral- 
is no relation between 
capitalization and rates; that regulation has raised rates 


G._ Ynomen Mather 





OT long ago the railroads from 
the lakes to tidewater entered 
into a competition for the move- 
ment of the wheat crop. The 

crop was light, and if divided would 

have given no single road much 
traffic. The rate at this time for grain 
from Buffalo to New York was five cents 

a bushel for wheat, with a differential in 

favor of Philadelphia of four-tenths of 

a cent. The New York lines attempted 

to divert this traffic by meeting the dif- 

ferential in favor of Philadelphia. The 

Pennsylvania Railroad and the Lehigh 

Valley met the cut of the New York Cen- 

tral lines, with the result that within 10 

days the rates had fallen from 5 cents a 

bushel from Buffalo to New York, to 

2%4 cents a bushel. The result was that 

that crop was moved from Chicago and 

St. Louis to Liverpool at a lower cost 

per bushel than it formerly took for the 

farmer to haul it from his farm to the 
nearest railway station. 

Instead of complaining of our rail- 
roads, whose remarkable service is not 
only the cause of their prosperity, but the 
reason that most of them are able to live 
where they are, our farmers had better 
look to their country roads and find out 
why it costs them two-thirds as much to 
haul their wheat from the farm to the 
railroad station as it costs to take it from 
the railroad station in some Mississippi 
Valley towns to the Liverpool market. 

After all, our farmers are not very 
much ahead of a Chinese camel driver, 
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who charged me more to carry a bale of 
rugs 90 miles from Tsun Hua to Tien 
Tsin than it cost me for the 17,000 miles 
from Tien Tsin to New York. 

The Texas authorities recently figured 
out that Texas farmers marketed annual- 
ly approximately 10,000,000 tons of prod- 
ucts, which cost them an average of 43 
cents per ton mile to reach their local 
market, and the average distance that the 
farmers hauled their product was only 
five miles, while Commissioner Lane, of 
the Interstate Commerce Commission, in 
an address recently made, called attention 
to the fact that the Norfolk and Western 
and the Baltimore and Ohio received only 
four mills per ton mile for the coal hauled 
over their roads, while the Chesapeake 
and Ohio Railroad had actually received 
less than 3% mills per ton mile on its 
coal traffic, 


Two Mills per Ton Mile 


Commissioner Lane further did these 
roads the justice to declare that they had 
so perfected the handling of coal that it 
did not take them over two mills per ton 
mile to handle this freight. If such 
roads can handle such traffic at a profit 
at such rates, it is idle to pretend that 
railroad operators may not, by efficiency 
and scientific operation, reduce the aver- 
age cost from the figure where it now 
stands to somewhere near this minimum 
cost, which is barely one-fourth the pres-, 
ent average. 

I have called attention to the detrimen- 
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tal effect on railroad rates of legislation 
wherever hac and particularly to the ef- 
fect here in America of the creation of 
the Interstate Commerce Commission 
and of its interference with the normal 
handling of traffic. It is altogether too 
lengthy a task to review the decisions of 
the Interstate Commerce Commission 
and show their relation to and effect upon 
railroad rates, but I wish to call atten- 
tion to at least two of the famous de- 
cisions that have largely controlled sub- 
sequent rate making. 


The Cooley Decision 


One of the earliest decisions of the 
Interstate Commerce Commission was 
rendered by Judge Cooley, its first Chair- 
man, in 1887, on the question of rebates 
to large shippers. A railroad company 
had allowed a discount of ten per cent. 
on a 30,000 ton shipment; but it ap- 
peared when the complaint was made by 
some shippers that although this rate 
was general in its terms, there were only 
two dealers in the district who could 
make a shipment of that quantity. 

The decision denied the right of the 
railroad to make any discount to the 
large shippers, not because they were not 
entitled to it, for it was admitted that 
the cost of transporting such a large ship- 
ment in sixty solid trainloads from one 
place to another was much less than that 
of transporting numerous smaller ship- 
ments under varying conditions, but be- 
cause if such a discount was allowed it 
MIGHT hand over the whole of the trade 
in the district to a single dealer. It was 
argued that if the discounts were allowed 
it would be possible for the railroads to 
allow this dealer such a discount as would 
equal the ordinary trade profit, so that 
competition by smaller dealers, who 
could not do business on a large enough 
scale to get the discount, would then 
be out of the question. 

This decision, uneconomical, unsound, 
immoral, is the thing which above every- 
thing else has tended to paralyze busi- 
ness and endanger prosperity in the 
United States since the Interstate Com- 
merce Commission was created. Had 
the discount or rebate been allowed, the 
numerous small dealers who felt the 
stress of competition would have com- 
bined among themselves and pooled their 


shipments so as to secure a ten per cent. 
discount for themselves, and having done 
that, their next move would have been 
to have pooled their shipments to the 
amount of 40,000 tons and then to have 
demanded for themselves a discount of 
fifteen per cent. instead of the ten per 
cent. discount allowed to the original 
large shipper. With the increased vol- 
ume of business and the greater economy 
of handling the traffic, the commerce of 
our country would have been benefited 
and the cost of that product, to every 
consumer, not only in the United States, 
but in the world, would have been low- 
ered. 
The Packing House Case 


Another leading case to which I wish 
to call your attention is the famous 
packing house case, involving the rate on pack- 
ing house products from the Missouri River 
to Chicago. The rate on live stock was a 
trifle less than the rate on packing house 
products, so that it operated to build up the 
live stock traffic to Chicago and established the 
packing house business in Chicago rather than 
in the Missouri River cities; but the Chicago 
and Great Western Railroad reduced the rate 
on packing house products from Kansas City 
and St. Joe to Chicago from twenty-three 
and one-half cents to eighteen and one-half 
cents, in consideration of it being guaranteed 
a large proportion of the packing house traffic 
from Kansas City and St. Joe for a period of 
seven years. 

The railroad company did not at the same 
time offer any corresponding reduction of the 
rate on live stock. The result was that the 
lower rate offered by the Great Western on 
packing house products acted as an induce- 
ment to the building up of the packing house 
business in the Missouri River cities. In other 
words, hogs and cattle in transit from the 
Southwest were butchered in Kansas City and 
St. Joe and forwarded in their cured and 
packed state instead of going on to Chicago 
as live stock and being butchered there. 

The Chicago Live Stock Exchange com- 
plained to the Interstate Commerce Commission 
against the reduction, claiming that it was 
an unfair discrimination against the live stock 
traffic in the Chicago market. The expert 
members of the Interstate Commerce Commis- 
sion upheld the complaint of the Chicago Live 
Stock Exchange and ordered the Great West- 
ern Railroad to restore its former rate on 
packing house products. 

Practically every railroad traffic officer in 
America agreed with the Interstate Commerce 
Commission, claiming that the making of lower 
rates on packing house products was economic- 
ally unjustifiable, because the increased value 
of the packing house product over the live 
stock made it unfair to charge a lower rate 
on the finished product than was charged on 
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the raw material, but the Supreme Court of 
the United States overruled the Interstate 
Commerce Commission, holding that the lower 
rate had not in the least reduced the volume 
of traffic to Chicago, the only difference being, 
it held, the condition of the product when it 
reached Chicago. 

Neither the Interstate Commerce Commis- 
sion, nor the Supreme Court, nor the traffic 
managers, took the slightest notice of the real 
economic principle involved, which was that 
the packing house products were much more 
compact and easier handled than the live stock, 
that the live stock deteriorated rapidly when 
moved alive and their movement not only in- 
volved considerable care but considerable loss. 
While the packing house products could be 
moved without any attention, with absolutely 
no depreciation or loss in transit, and, what 
was most important of all, you could pack 
ard haul in a single car in the shape of pack- 
ing house products, stock that if shipped alive 
would occupy two or three cars. Nor was 
there any doubt that the quality of the food 
product was much better with the live stock 
butchered as near as possible to the place 
where it was produced, instead of being butch- 
ered after it had been harried and worried 
by a long railroad trip under physical con- 
ditions more or less cruel. 

Not long ago I was invited by a friend to 
meet the general counsel of the railroad sys- 
tem of which he is an officer. We met to dis- 
cuss primarily the Compensation Law, since 
passed, then under consideration by the New 
York Legislature. In discussing the matter, 
I made frequent references to the experience 
of compensation laws and compulsory insur- 
ance in continental countries and also to rail- 
road experience in matters of injuries and 
damage claims. The eminent counsel turned 
to me in astonishment and asked: “Are such 
facts in existence, where they can be found?” 
I replied that they certainly were; that I” had 
become interested in the subject some fifteen 
years ago by reading a report of railway ex- 
perience in Germany, and that I had _ since 
then followed the matter up. He replied, say- 
ing: “I have represented my railroad com- 
pany at every hearing in Albany for the past 
twenty years and I have represented them at 
every hearing before the Interstate Commerce 
Commission for the past twelve years, and I 
never heard any railroad man offer such argu- 
ments as you have given me today, nor sug- 
gest that there was any record of experience 
in existence on the subject.” 


The “Hepburn Bill” 


The most foolish piece of legislation that 
has yet been passed in America on the sub- 
ject of railway regulation is the so-called 
“Hepburn Bill.” Heralded as a triumph of 
statesmanship, pretending at least to have for 
its object the lightening of the burdens of 
shippers, its chief features have been the aboli- 
tion of rebates and the prohibition to railway 
companies of carrying their own business ; the 
so-called “Commodity Clause.” 


At the time when the Hepburn Bill was 
proposed, before it was passed, I called atten- 
tion, in an interview in one of our leading 
New York papers, to these facts and warned 
the country that the bill had been drawn by 
those who knew nothing of the history of 
rate making, and that the passage of a law 
prohibiting rebates would not only put an end 
to any further reduction in rates, but would 
automatically create conditions that would re- 
sult in an increase of our freight rates for the 
first time in the history of the development 
of transportation. 

Now, let us see what those who have had 
the closest contact with this law in its opera- 
tion have to say for it. Within two years 
after the passage of the Hepburn Act, in 1906, 
Chairman Knapp, of the Interstate Commerce 
Commission, reported to Congress that freight 
rate increases, sweeping in their character and 
affecting every form of transportation, had 
resulted. The advances, he said, had been 
both by increasing the rate and by putting 
the product transported into higher classifica- 
tions. The rate on coal had, he said, been ad- 
vanced five cents per ton in practically every 
field. The rate on pig iron had advanced 
twenty-five cents per ton, while on steel and 
iron manufactured products enormous in- 
creases had resulted by the withdrawal of 
commodity rates and the application of higher 
classification rates. 

Grain and grain products had advanced two 
cents per hundred pounds, or twenty per cent., 
from all Ohio and Mississippi River points 
to tidewater. Packing house products had ad- 
vanced three cents per hundred pounds within 
the same district, while to Western and South- 
western points the advance had been from 
four to ten cents per hundred, amounting 
to advances of from ten to twenty-five per 
cent. Trans-continental rates, he declared, had 
advanced from five to sixty per cent. 


Rates Tendency Upwards 


Senator La Follette declared that the act 
had in no single case established reasonable 
rates. It has, he says, tended somewhat to- 
ward the equalization of rates and the elimina- 
tion of rebates, but the general result has been 
a sharp upward tendency of rates generally. 
How could this be so when the declared pur- 
pose of Congress in passing the act was to 
reduce rates? 

President Mather, of the Chicago and Rock 
Island, speaking in Pittsburgh three years af- 
ter the Hepburn Bill was passed. stated that 
“the path of righteousness marked out for the 
railroads by the Hepburn Act had increased, 
rather than diminished, the railroad revenues.” 
“The abolition of the pass privilege,” he said, 
“has clearly swollen our traffic, and the en- 
forcement of the prohibition of rebates has 
turned our traffic men and the traffic men of 
the shippers from a life of daily crime, BUT 
MOST OF ALL, IT HAS POURED THE 
MONEY INTO OUR’ TREASURIES.” 
How? Certainly not by reducing rates! 
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The public apparently is under the delusion 
that there has been fo increase in American 
freight rates. It has, therefore, complacently 
ignored the conspiracy between the- railways 
and their employees to secure additional in- 
creases by, and with the permission of, the In- 
terstate Commerce Commission at the expense 
of all the rest of us, doubtless hoping by the 
approval of these increases to secure a virtual 
approval of the automatic increases that have 
occurred during the past six or seven years by 
the abolition of rebates. 

“Commodity Clause” 

Another illustration of the folly and eco- 
nomic unsoundness of the hepburn Law is the 
operation of its so-called “Commodity Clause,” 
aimed particularly at preventing the railroad 
companies from hauling the coal trom their 
own mines under the pretence tnat they were 
enabled, by reason ot their ownership both of 
the railroad and of the coal mines, to com- 
pete uniairly with the private owners of coal 
mines. Now, it is weli known that railroads 
cannot be operated without coal. They are 
the largest consumers of coal in the world 
today. They were the largest purchasers of 
coal from private coal mines or operators, 
and coal operators naturally had their eyes 
open tor every chance to hold up the rail- 
roads in the matter of prices. 

Strikes in the mines of privately owned 
properties made irregular the coal supplies of 
the railroads, particularly as all sales by coal 
companies were made subject to strikes. It be- 
came imperative, therefore, for the railroad 
companies to have certain and regular sup- 
plies of coal for the operation of their trains. 
Wherever possible, they bought their own coal 
lands, opened up their own coal mines and 
got out the coal at cost. Being such large 
consumers of coal, and operating their coal 
mines with the same efficiency that character- 
ized their operation of their railroads, the 
railroad companies almost everywhere pro- 
duced coal at a less cost than private opera- 
tors had been able to produce it with their 
haphazard methods. This cut into the sales 
of the private coal operators and not only 
curtailed their profits on so much of their 
coal as had been bought by the railroads be- 
fore, but when the railroads began to offer 
their surplus coal in the open market it pro- 
duced fierce competition, in which the ad- 
vantage was altogether on the side of the 
railroad companies, first because they were 
able to produce the coal cheaper than the 
private operators could produce it, and second, 
because it was possible for them, by giving 
strict attention to their own coal business, to 
expedite shipment of company coal to the ap- 
parent disadvantage of the private operators, 
who immediately raised the cry of unfair dis- 
crimination, as they always do to cover or 
hide their own incompetence or inability to 
compete with the railroad companies on an 
economic basis. 

In one instance that came under my own 
attention, a railroad company without mines, 


compelled to buy all its coal from private op- 
erators and transport it a hundred miles over 
another railroad before it reached the lines of 
the railroad company in question, found that 
it was so held up, both by the private coal 
operators and by the intervening railroad, that 
it was compelled to buy its own coal mines 
and build a hundred mile fine of its own to 
reach its mines. The difference between the 
cost of buying the coal and producing it and 
between the expense of handling the coal it- 
self and what it formerly paid the other rail- 
road company for handling it, was three times 
the interest on the cost of the coal mines it 
had bought and the 100 miles of railread it 
had built to reach them. 

In other words, the economy of this rail- 
road in the mere saving in the expense of 
transporting the coal that it consumed over 100 
miles was sufficient to pay for the construc- 
tion of 100 miles of its own railroad and the 
cost of purchasing its own coal property and 
mines, inside of six years; while the economy 
in the matter of coal production itself, a 
salvage that it made for the whole system, 
amounted to just about one-third the cost of 
the coal that it had previously bought from 
private operators. Yet under the Hepburn Bill 
the railroads were compelled to give up their 
mines and they were forbidden to further 
benefit by these economies. Such economies 
were declared to be criminal and the Lacka- 
wanna Railroad was, on December 1, sen- 
tenced to pay a fine of $2,000 for the awful 
crime of carrying on its own railroad the hay 
to feed its own mules in its own mines. 


Fining the Railroads 


But the strangest result of all from this 
piece of legislation has been the frequent in- 
dictment and conviction of shippers for viola- 
tions of its provisions. Ostensibly, the Hep- 
burn Bill was aimed at punishing the rail- 
ways’ crimes, but the fines collected from 
the railways are a trifle compared with the 
increase of their receipts from the abolition 
of the practice of which the public were the 
chief beneficiaries. To have rates put up by 
the very law that was intended to reduce 
them is bad enough, but to have the shippers 
punished for the crimes alleged against the 
railways is nearly intolerable. 

There is a strange inconsistency in the action 
of populations without railroads and those 
that have them. The populations without the 
means of transportation, beg for them, offer 
free rights of way and even pay money in 
subsidies to secure them, but ‘after they have 
once secured them, and their lands which were 
formerly valueless become worth hundreds or 
thousands of dollars per acre, and their crops, 
which were formerly fed to stock, or burned, 
are marketed at handsome profits and the pro- 
ceeds spent in building luxurious homes and 
in the purchase of automobiles, they turn upon 
the creators of their wealth and prosperity and 
denounce them as monopolies and oppressors 
of the poor. 

(To be continued.) 
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nor the authorities for the various items guarantee them, but they are selected with the utmost 
care, and only from sources which we have every reason to believe are accurate and trustworthy. 
Investment commitments should not be made without further corroboration.—Editor. 
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B. & O.—The July statement shows the 
greatest gross earnings in the history of the 
company, reaching near the $12,000,000 mark. 
This is the goal of the management, and it is 
said they may exceed it in August. In spite 
of this large gross, the company’s net results 
for July showed a deficit of $4,263. 


Chi. Mil. & St. P.—Pres. A. J. Earling 
announced that H. E. Byram, of the Chi- 
cago, Burlington & Quincy R. R., has been 
selected to succeed him. The announcement 
of Mr. Earling was made just before his de- 
parture for the West with Percy A. Rockefel- 
le:, a director of the railway. Forma! action, 
it was said, making Mr. Byram president and 
Mr. Earling chairman of the board of the St. 
Paul road, would be taken at a meeting of the 
directors in New York the latter part of 
September. 


Chi., R. I. & Pac.—Chairman N. L. Am- 
ster of the Chicago, Rock Island & Pacific 
stockholders’ committee, states: “We are 
arranging to send out 1,400 checks to the 
Rock Island stockholders, returning to them 
the amount of their voluntary contribution 
which they sent my committee to help de- 
fray its expenses during the past two and 
a half years. 


Den. & Rio Grande.—This company has 
issued a circular to stockholders announcing 
that the annual meeting would be held in 
Denver, Oct. 16. The transfer books will 
close Sept. 15 and reopen on Oct. 17. In 
addition to the election of directors and the 
transaction of other routine business that 
may be presented, the stockholders will be 
asked to consider a proposed amendment to 
the certificate of incorporation providing 
for the construction, acquisition and opera- 
tion of lines of railway, telephone and tele- 
graph other than those already specified in 
the certificate. 


Erie.—The statement of earnings for July 
made a poor showing. Gross revenues in- 
creased $821,800, but operating expenses in- 
creased $1,321,000, or almost 30%, with the 
result that operating income of $1,237,000 
showed a decrease of 99000. For the 
seven months ended July 31 gross revenues 
of $44,733,000 showed an increase of $2,313,- 
000. Asa result of the increase in operating 
expenses in June and July, however, this 
increase has been offset through a much 
heavier increase in operating expenses. In 
the seven months quoted, operating expenses 


and taxes increased $6,616,000, of which the 
larger part, of course, occurred in June and 
July. As a result, operating income of $6,- 
086,000 represents a decrease of $4,302,000. 
In other words, the Erie has not shown any 
earnings as yet on any of its stock issues. 
This explains the relatively large decline 
in the first preferred stock. A good many 
people have been taken in on this because 
it looked, about a year ago, as though the 
Erie would at last be able to inaugurate the 
long expected initial dividends on this issue. 


Lehigh Valley—For the: small gain in 
net operating income shown by the Lehigh 
Valley in the July statement, shareholders 
will be duly grateful, as a gain of $48,957 is 
better than the decreases shown in previous 
months. Operating revenues were $4,958,- 
932, a gain of $651,434, while operating ex- 
penses ‘were $3,454,932, an increase of $518,- 
482, without counting in the taxes, which 
penne nearly pet * seven months the 
operating revenue of the Lehigh Valley was 
$5,959,000, a decrease of $1,184,537, meee | it is 
not likely that Lehigh Valley will show 
much better than 12% on the stock this 
year unless there is a decidedly marked im- 
provement in the remaining months of the 
year. Of this there is a fair prospect, but 
there are uncertainties enough to give the 
market the uncertain character it has lately 
displayed. 


Mo., K. & T.—In an affidavit replying 
to the petition of Speyer & Co. for the ap- 
pointment of a co-receiver for the Missouri, 
Kansas & Texas Ry., C. E. Schaff, receiver, 
called the attention of Judge Hook to the 
fact that in April, 1916, Judge Adams de- 
nied the petition of William Church Osborn, 
Beekman Winthrop and James B. Mabon, 
as a committee of the first mortgage bond- 
holders, to be admitted as party to the case: 
also that Judge Hook himself denied a peti- 
tion of stockholders of the road for leave 
to file a petition for appointment of a co- 
receiver. He pointed out further that Speyer 
& Co., as holders of the notes and general 
mortgage bonds, are already represented in 
the cause through trustees of the note agree- 
ment and general mortgage. 


N. Y. Central.—The Michigan Securities 
Commission has approved a $20,000,000 two- 
year note issue by this company. Half of 
the original amount was originally approved 
in the form of 20-year bonds, but was 
changed at the company’s request. 
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N._Y., N. H. & H.—Net earnings for July 
made another disappointing showing and com- 
pared unfavorably with July, 1916. This was in 
spite of the fact that gross earnings made a new 
high record for July and showed an increase 
over 1916 of $327,296, or 4.6%. Net earnings 
from railway operations, after deduction of 
taxes, were $1,585,888 compared with $2,377,- 
193 in 1916, a decrease of $791,305, or over 
33%. Surplus after charges was hardly more 
than a quarter as much as it was for July, 
1916—$212,048 against $81,177. 


Pullman Co—A Washington dispatch 
states that increased Pullman fares from El 
Paso and Laredo, Tex., to destinations in 
Mexico had been authorized by the Inter- 
state Commerce Commission to bring the 
fares to a parity with those approved by the 
Mexican Government. 


Reading.—In the seven months ended July 
31, 1917, although the gross business of the 
Philadelphia & Reading Ry. is $3,855,781 
better-than in the same period of 1916, this 
is overcome by higher expenses to the ex- 
tent that the surplus over fixed charges is 
$3,263,982 less than a year previously. The 
details of operating expenses are given in 
the monthly statements to the Interstate 
Commerce Commission and the latest of 
these covers the six months up to June 30. 
In that period of 1917, while gross revenue 
increased $2,871,674, out of a total increase 
in operating expenses of $4,746,368 cost of 
transportation represented $3,457,577 greater 
outlay than the previous year. Maintenance 
was only $1,221,000 heavier, nearly all of 
the increase in the latter item being on 
equipment. This shows to what great de- 
gree advances in wages, materials and sup- 
plies have added to the cost of operating. 
With the exception of February, each month 
the railway gross revenue has been greater 
than in 1916, but the surplus over fixed 
charges reported by the Philadelphia & 
Reading Ry. has steadily fallen behind. 


Seaboard A. L.—This company has sold 
$4,000,000 2-year 6% secured notes, which are 
offered to the public at 98 and interest to yield 
about 7%. The notes are secured by a 
deposit with the trustee of $5,334,000 first 
and consolidated’ mortgage 6s, due 1945, 
pledged at 75% of their value. The latter 
are secured by a first mortgage on main line 
mileage between Hamlet, N. C.; Charles- 
town, S. C., and Savannah, Ga. 


So. Pac.—Sixty-five new locomotives, cost- 
ing over $2,500,000, constitute an order for 
the Pacific System lines of the Southern 
Pacific, according to an announcement by 
Pres. Wm. Sproule. Ten of the locomo- 
tives are to be built at the company’s shops. 
This latest order brings the total expen- 
ditures for new equipment by the South- 
ern Pacific and Pacific Fruit Express, of 
which it is half owner, to $24,500,000. 
“This great building program,” said Mr. 
Sproule, “is evidence of what the Southern 


Pacific is doing to make its facilities equal 
to the unusual demand for equipment occa- 
sioned by the war situation and general busi- 
ness expansion. The total number of freight 
cars we have had built this year or are hav- 
ing built reaches almost ten thousand, and 
comprises 300 box cars, 1,000 flat cars, 900 
stock cars, 600 oil-tank cars, 1,000 automo- 
bile cars, 400 gondolas, 40 narrow-gauge flat 
cars, 50 cabooses and 2,700 modern refrig- 
erator cars for the Pacific Fruit Express. 
One thousand of the P. F. E. refrigerators 
as well as 10 locomotives are to be built on 
the coast. There have already been deliv- 
ered to use under this program 3,450 freight 
cars, and five mail and baggage cars. The 
refrigerator cars will soon begin to arrive. 
We are about to start on the construction of 
the 3,240 freight cars announced some time 
ago, and this work will be done at home. It 
is very difficult during these times to make 
any predictions as to when equipment can 
be delivered, because the orders of our Gov- 
ernment and the governments of the Allies 
are being given preference. 


So. Ry.—The preliminary statement for 
year ended June 30, 1917, shows the com- 
pany earned $12,360,161 after all charges, or 
at the rate of 20.6% on its $60,000,000 pre- 
ferred stock. After deducting the amount 
called for by the dividend, $1,500,000, the 
company will be able to add $10,860,161 to 
its surplus. If allowance is made for the 
full year’s dividend on the preferred stock 
at the rate of 5%, there is left available a 
balance of $9,360,161, or at the rate of 6.8% 
on the $120,000,000 common stock outstand- 
ing. While the Southern in common with 
most roads felt the burden of increased costs 
in operations, it is nevertheless among those 
able to show a corporate gain for the year, 
instead of loss. Gross for the year amounted 
to $81,688,325, compared with $69,997,675 in 
1916, or an increase of 16.27%. The total 
operating expenses amounted to $53,630,136, 
against $46,041,116 in 1916, or an advance 
of 16.48%, and consumed 65.90% of the 
gross. Net operating revenues before de- 
ducting taxes amounted to $27,758,189, as 
compared with $23,956,559 in 1917, a gain 
of $3,801,630, or 15.82%. Taxes, while they 
show an increase of 14.08% over the pre- 
vious year, do not loom up as prominently 
in the Southern’s statement as this item ap- 
pears in many other roads’ reports. 


Western Maryland.—While the statement 
of earnings for the seven months ended July 
31 showed a considerable gross gain, this 
was absorbed in the operating expenses 
and the final net earnings were reduced to 
$20,401. The report for the seven months 
was even more unsatisfactory, as this 
showed a loss in the net revenue of over 
$200,000 for the period, although the gross 
increased over $1,000,000. This statement 
is only characteristic of the many from other 
roads which have preceded it for July and 
for the period 
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Industrial Digest 





Allis-Chalmers——Announced the declara- 
tion of the regular quarterly dividend of 
134% on the preferred stock and 4 of 1% 
on account of back dividends, payable Oct. 
15 to stock of record Sept. 29. Books do 
not close. 

Amer. Can.—It is stated on reliable au- 
thority that it is the plan of the board of 
directors of the American Can Co. to wipe 
out the back dividends on the preferred 
stock at the next meeting, about Dec. 1. 
There is still slightly in excess of 34% due 
on the issue. This action would put the 
common stock right in line for a disburse- 
ment, as the earnings of the company, it is 
stated, are continuing at a high rate. 


Amer. Car & Fdry.—This company, 
which has closed contracts with the United 
States Government for about 10,000 artillery 
vehicles, including the limbers and caissons 
for field pieces, is understood to have closed 
an additional order for 6,500. The new order 
is said to involve about $6,000,000. 


Amer. Loco.—Of this company’s total of 
$82,213,845 of business completed during the 
fiscal year 1916-1917, it is stated $45,000,000 
represented munitions and the balance, or 
$37,000,000 in round figures, motive power 
contracts. The exact division is not ascer- 
tainable, but of its earlier war business 
American Locomotive had, at the beginning 
of the year, something like $11,000,000 still 
to be completed, and it closed further or- 
ders aggregating $23,000,000 in July, 1916. 


Amer. St. Fdries—The directors in ad- 
vancing the dividend rate on the $17,184,000 
stock to a 7% basis can hardly be accused 
of any lack of conservatism. The company 
in its half yéar to June 30 earned 21.4% on 
its stock against 19.8% in all of 1916. Earn- 
ings for the September quarter are under- 
stood to be running at the rate of nearly 
$30 per hare; and for all of 1917, with orders 
which it has on its books, the company is 
reasonably sure of earning between $32 and 
$35 per share. 


Amer. Woolen.—Is inundated with busi- 
ness. Its unfilled orders Sept. 1 were in 
excess of $59,000,000 net. It is sold ahead 
practically at capacity until Jan. 1. Gov- 
ernment business is taking precedence over 
everything, as it has been for a long time. 
The bulk of the task of providing fee the 
huge clothing requirements of the new 
American armies has naturally fallen upon 
American Woolen. It is understood to have 
war orders totaling close to $40,000,000, em- 
bracing overcoatings, uniforms, blankets and 
shirtings for both army and navy account. 
It is probable that gross sales in 1917 for 
the first time will pass the $100,000,000 mark. 


Baldwin Loco.— The following changes 
have been made in the organization of the 
Baldwin Locomotive Works: Samuel M. 
Vauclain, vice-president and general man- 


ager, has been made senior vice-president; 
James McNaughton, formerly with the 
American Locomotive Co., has been made 
consulting vice-president; Grafton Green- 
ough, sales manager, has been made vice- 
president in charge of sales; John P. Sykes, 
general superintendent, has been made vice- 
president in charge of manufacturing. 


Beth. Steel—The New York Stock Ex- 
change announces that application has been 
made to list $44,586,000 of this company’s 
Class B common stock, in exchange for the 
outstanding temporary certificates. 


Chalmers Motor.— Stockholders of this 
company at a special meeting Sept. 10, 1917, 
ratified the refinancing plan whereby $3,150,- 
000 6% five-year notes of the Chalmers Mo- 
tor Co. will be offered to holders of the 
264,000 shares of the corporation, each 
stockholder so subscribing to receive one 
share of 8% pfd. stock for every three shares 
of present stock, to the extent of one-half 
his present holdings, and whereby the plant 
and assets of the Chalmers Motor Co. will 
be leased to the Maxwell Motor Co. for a 
period of five years. 


Cramp (Wm.) & Sons.—Negotiations are 
under way by which it is expected that this 
company will receive United States Govern- 
ment contracts for the construction of from 
25 to 30 additional destroyers, to cost in the 
neighborhood of $37,000,000. If these con- 
tracts are secured, the company will be pro- 
vided with work sufficient to keep the yards 
working at capacity for three years. The 
company has under contract a total of 21 
destroyers, to cost about $31,000,000, and 
two scout cruisers to cost about $12,000,000. 
All United States Government contracts 
are being taken on a basis of cost, plus 10%, 
which officials of the company consider 
satisfactory. The company is co-operating 
closely with the Government officials, and 
is not accepting any contracts except at the 
direction of Federal authorities. 


Curtiss Aero.—Announcement from Wash- 
ington of the perfection of the “Liberty 
Aeroplane Motor” means that the Curtiss 
Aeroplane & Motor Corp. may now pro- 
ceed with its immense production plans. 
Curtiss is the concern to which the Gov- 
ernment will’ look for the major portion 
of aeroplane bodies and wings. The actual 
manufacturing of the motors will be divided 
up among many companies, of which the 
Curtiss undoubtedly will be one. But when 
it comes to the manufacture of the aeroplane 
bodies the Curtiss company is the only one 
with large productive possibilities. It has 
been the understanding for some weeks that 
the Curtiss plan was awaiting not only the 
completion of the new plant, but the an- 
nouncement from Washington that the new 
motor had been perfected and standardized. 


Emerson Phonograph.—Each succeeding 
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month witnesses prominent additions to the 
array of big concerns who appreciate the 
uality and merit of Emerson records. 
Kasand some of the more recent accounts 
are Butler Bros., the world’s largest mail 
order jobbers; the United Cigar Stores of 
Canada, with hundreds of stores; the Na- 
tional Cigar Stands Co., controlling about 
3,000 stands throughout the country, and the 
Steger Piano Co., with upwards of 200 
branches in the West. The S. S. Kresge 
Co. is rapidly adding Emerson 25c. record 
departments in many more of its stores. 


General Electric—The unusual decline in 
this company's shares has come at the time 
when its prosperity is greatest, when its in- 
coming bulk of orders is breaking all rec- 
ords, when net profits are at least 50% 
larger than the previous year and when 
every prospect favors the continuance of 
record earnings for a year and perhaps two 
years. General Electric sales as measured 
by new orders taken since the fiscal year 
began, Jan. 1, have been at the rate of $220,- 
000,000 per annum. Contrary to impression, 
there has been no slump in the company’s 
sales, whatever slight decrease has occurred 
in domestic orders being more than atoned 
for by Government work. General Electric 
in 1916 billed out to customers a total of 
$134,242,000 of electrical apparatus. In 1917 
its billings will run between $150,000,000 and 
$160,000,000, which is 50% to 60% larger 
than the average of 1913, 1914 and 1915. 


Gen, Chemical.—A Washington dispatch 
stated that of $20,000,000 appropriated to 
supply nitrate for munitions and fertilizers, 
the Sibos States War Department plans 
that ,000 be used to build a synthetic 
ammonja plant, employing process of Gen- 
eral Chemical Co., which is to be compen- 
sated therefor. The plant is to have ca- 
pacity of 60,000 Ibs. of ammonia a day and 
to be located in southwest Virginia or con- 
tiguous region. To build a plant for oxida- 
tion of ammonia to nitric acid of capacity of 
24,000 Ibs. a day, $600,000 is to be spent. 


Gen. Motors.—This company in August, 
the first month of the new foeal vane, earned 
a net profit available for dividends on the 
common stock of $3,150,000, equal to 3.8% 
on the amount outstanding. 


Goodyear.—This company is in a season 
of remarkable prosperity. The war’s effects 
upon its sales and profits are not discernible. 
In fact, 1917 will so far outstrip any pre- 
vious performance as to make comparisons 
rather one-sided. Goodyear Tire in the fis- 
cal year 1917 promises to sell more than 
$100,000,000 of its products, against $63,950,- 
000 in 1916. In fact, it may be accepted that 
Ne in sales will not be less than 


Gaston, Wms. & Wigmore.—The Gaston 
Wms. & Wigmore Steamship Corp., subsidiary 


of Gaston Wms. & Wigmore, Inc., will re- 
deem on Oct. 1 its first mortgage collateral 
trust 6% bonds, amounting to $2,500,000 
This transaction will leave the steamship 
corporation free from debt. 


Liggett & Myers.—The New York Stock 
Exchange announced that application had 
been made to list $7,376,100 additional 7% 
cumulative pfd. stock of this company. Net 
earnings of the Liggett & Myers Tobacco 
Co. for the six months ended June W, 1917, 
were at the annual rate of $28.30 for the 
$21,494,000 common stock, after pfd. divi- 
dends and bond interest. These earnings 
compare with $25.64 for the same amount 
of stock in 1916 and $26.61 in 1915. 


Nat. Enameling & Stamping.—Earnings 
are running at a rate exceeding all previous 
showings. It is understood that for the 
eight months to Aug. 31 profits were at the 
rate of over $40 per share on the $15,591,000 
common, after taking out the pro rata pro- 
portion of the dividend on the $8,546,000 pfd. 
This balance of net was prior to the deduc- 
tion of excess profits taxes. 


Owens Bottle Machine.—Has declared an 
extra dividend of 2% on the common stock 
in addition to the regular quarterly dividends 
of 3% on the common and of 14% on the 
pfd., all payable Oct. 1 to holders of record 
Sept. 21. 


Saxon Motor.—Net results of operations, 
after crediting use and occupancy insurance 
and charging all extraordinary operating ex- 
paness occasioned by fire, amounted to $763,- 

68, for period ended June 30, from which was 

deducted $100,000 as reserve for contingencics, 
leaving a balance of $663,768, available for 
stock, compared with $1,316,273 for the same 
period last year, or a decrease of $652,505. 
This balance is equivalent to $11.06 a share 
earned on $6,000,000 capital stock, against 
$21.93 a share earned the previous year. 


U. S. Steel—The further shrinkage of 
437,115 tons in the August unfilled orders 
of the United States Steel Corp. reflects the 
waiting attitude of consumers on the price 
— plans of the United States Govern- 
ment. 


_ Wright-Martin—Is gradually increasing 
its aeroplane motor production. During 
August motor output averaged better than 
three per day, or a total of 95 for the month. 
At the end of August and early in Septem- 
ber the output has been at the rate of five 
motors daily. This would mean an output 
of 1,500 motors yearly. All the Govern- 
ment business which the Wright interests 
are handling aside from the French order 
is one for 500 motors. This means over 
three months’ capacity operations as plants 
are running. The unprofitable French or- 
ders are nearly done. The 500 motor order 
oe United States ought to show some 
profit. 
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Railroad and Industrial Inquiries 





American Agricultural Chemical a Semi- 
Peace Stock 


A. J. B., Memphis, Tenn.—American Agri- 
cultural Chemical is engaged principally in the 
manufacture of chemical fertilizers. The com- 
pany owns and operates 43 plants located 
throughout the United States in various agri- 
tultural districts. The most important of 
these are s tuated as follows: 


Belfast, Me. 
Searsport, Me. 
Weymouth, Mass. 
Carteret, N. J. 
Bayway, N. J. 
Newark, N. J. 
Cincinnati, Ohio. 
Los Angeles, Cal. 
Havana, Cuba. 
Spartanburg, S. C. 
Savannah, Ga. 
Jacksonville, Fla. 
Pensacola, Fla. 


Montgomery, Ala. 
Buffalo, N. Y. 
Cleveland, Ohio. 
Detroit, Mich. 
Philadelphia, Pa. 
Baltimore, Md. 
Norfolk, Va. 
Alexandria, Va. 
Wilmington, N. C. 
Charleston, S. C. 
Columbia, S. C. 
East St. Louis, IIL. 


In addition the company owns extensive 
phosphate properties in Florida, comprising 
108,000 acres and estimated to contain 75,- 
000,000 tons of phosphate rock. Through 
its subsidiary, the American Phosphate Min- 
ing Co., it owns extensive phosphate lands 
in Tennessee and Florida. 

For the year ended June 30, 1917, the 
company showed record profits of $5,546,- 
355. After deducting preferred dividends 
there remained a balance applicable to the 
common stock equal to $21.11 a share com- 
pared with $20.50 a share the previous high 
record year, which was 1916. The directors 
have just announced an increase in the divi- 
dend from 5% to 6% per annum. This 
seems fully justified. It should be remem- 
bered that this company will be subject to 
heavy excess profits taxation as becomes 
apparent when it is known that for -1914 
earnings were equal to but $7.68 a share of 
common stock; in 1913, $5.23, and 1912, 
$7.43. After the war American Agricultural 
Chemical will be in a very advantageous 
position because it is so well fortified finan- 
cially and there is no question but that there 
will be an increased demand for its prod- 
ucts, not to mention the probability that 
much lower production costs can be at- 
tained. In view of these considerations we 
regard the stock as having excellent possi- 
bilities for the long pull, but we cannot 
recommend a purchase for investment at 
this time since the present upward move- 
ment appears to be a speculative one and 
after it is over the stock will probably settle 
back to a lower price. 





Investment in Rails 


B. A. L., Kalamazoo, Mich.—Such railroad 
stocks as Southern Pacific, Union Pacific and 
Santa Fe are undoubtedly selling on the bar- 


gain counter when their possibilities are taken 
into consideration. We can recommend a pur- 
chase of any of these, preferably Southern 
Pacific from the standpoint of speculative pos- 
sibilities, and Atchison, Topeka & Santa Fe from 
the standpoint of investment merit, provided 
the buyer is willing to incur the risk of a 
further decline which may take place in sym- 
pathy with another slump in the general 
market as a result of unfavorable outside 
developments. Just now the position of the 
market as a whole is favorable to a substan- 
tial speculative advance, but the rails lag 
behind the industrials, and an investor 
should count on the possibility of having to 
carry such stocks some time before seeing 
them established at substantially higher 
prices. 





Popular Tobacco Stocks Selling High 


T. R. S., Kansas City, Mo.—Tobacco Prod- 
ucts is expected to go on a $5 or $6 annual 
dividend basis in the near future, but the stock 
at its current price pretty well discounts fav- 
orable action. For a long pull the stock has at- 
tractive possibilities, but under present market 
conditions and outlook it is more probable that 
the stock will sell at much lower prices in the 
near future than that it will have any sub- 
stantial advance over current quotations. 
In short, the present ppsition of the stock 
is speculative. The recent move was en- 
gineered largely by pools, and the action of 
the stock indicates that distribution on a 
large scale has been going on during recent 
weeks. Under the circumstances a holder 
of the stock should either sell or protect 
his commitment with a stop loss order so 
that the risk will be limited. Needless to 
say we do not recommend the purchase of 
this issue at present. 

United Cigar Stores is expected to take 
action in the near future’ with reference to a 
readjustment of its capitalization. It is be- 
lieved that the readjustment will result in 
some kind of a stock dividend being paid 
and the latest rumor is that the capital will 
be doubled, a 100% stock dividend paid and 
che new stock put on a 6% per annum basis. 
This is the most optimistic expectation. In 
a general way we regard the stock now as 
being in an analogous position to Tobacco 
Products. Commitments should be pro- 
tected with stop orders. 





Barrett Co.’s Place in the War 


H. D. C., Los Angeles, Cal_—Barrett Co. on 
the recent break certainly sold out of line with 
its earnings and prospects, and subsequently 
the stock as a consequence had a strong rally. 
After the directors’ meeting last week Presi- 
dent Childs stated: “Our business is very sat- 
isfactory. Our thirty plants are working at 
capacity.” 

From other sources it was learned that 
the company has been successful in obtain- 
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ing substantial contracts from the U. S. Gov- 
ernment for work on various army canton- 
ments. Orders were received for roofing 
for practically all the barracks in the various 
camps, and in addition the company’s prod- 
uct “Tarvia” is to be used in constructing 
roads to the camp. This business alone is 
taxing the capacity of the various plants to 
the limit, as it has to be rushed through. 
The prices received from the Government 
are considered entirely satisfactory. 

For the year ending Dec. 31, 1916, the Bar- 
rett Co. earned a balance of 32.84% for its 
common stock, and in the year ending Dec. 
31, 1915, the earnings equaled 21.19%, as 
compared with 10.31% in the previous year. 
The present dividend of 7% has been earned 
by a large margin for a number of years, 
and there is little question that the company 
will be able to maintain it. Of course, it will 
be subject to heavy excess profits taxation, 
but at its current price of around 100 the 
stock pretty fairly discounts a reduction in 
profits available for dividends, and we think 
the stock should sell higher under the in- 
fluence of the present upward trend. 





Lehigh Valley’s Dividend in Danger 


A. O. B., Chicago, Ill., Lehigh Valley is in 
an unfavorable positionebecause of the decline 
in the earnings of the road brought about by 
greatly increased costs of operation. While 
gross has shown large gains, expenses have 
eaten up such a large proportion of it that the 
amount remaining for ‘net is below last year, 
and the margin for dividends has been reduced 
to an uncomfortably small figure. As a matter 
of fact, the earnings for the first six months, 
based on the results to June 30, are running 
at the annual rate of only 8.81%, compared 
with 6.61% earned in the six months ended 
Dec. 31 last and 12.65% in the fiscal year 
ended June 30 last. If this keeps up Lehigh 
Valley will have to reduce its dividend of 

- 10% per annum, which has been in effect 
since 1912. It is the fear of this reduction 
that is holding the stock down. Under the 
circumstances we cannot recommend the 
purchase or holding of this issue for in- 
vestment. 





A Strong R. R. Pfd. Stock 


J. V. N., Nashville, Tenn—Kansas City 
Southern Pfd., paying 4% annually, yields on 
present price 8%. The rate has been maintained 
for nine years, and with the road in a flourish- 
ing condition there is no prospect of this re- 
turn being reduced. The stock has indicated 
earning power of 13.68% for the current fiscal 
year based on the returns to July 31, 1917, 
against 9.63% for 1916. Operating income and 
gross revenues show similar large increases 
over preceding years, while expenditures show 
no such ratio of increase considering the 
abnormal times, and the shigh cost of ma- 


terials and labor. We are impressed with 
the showing of this road for the past few 
years, and it seems as if the rehabilitation 
program begun in 1906 and costing some- 
thing over $16,000,000 has been completed 
and placed the road on a standard base 
throughout. So far as the years 1916-1917 
are concerned, earnings on the senior and 
junior issues have almost been ‘at a record 
rate, this notwithstanding the unexpected 
closing of the Panama Canal to all traffic 
in October, 1915, for with that waterway 
open a great volume of commodities is 
tapped by the road through its connections 
at the northern end. K. C. S. is the shortest 
route from central points to Gulf trans- 
shipping points for through-canal destina- 
tions. The Port Arthur terminal of the 
company on the Mexican Gulf is the 
strategic point for the purpose, and with 
the coming of peace or the restoration of 
normal conditions the road should benefit 
largely. 


Delaware & Hudson’s Investment Position 
Still Doubtful 


W. B. R., Boston, Mass.—The Interstate 
Commerce Commission does not require the 
Delaware & Hudson to report the earnings of 
its coal properties, which are derived through 
operations of subsidiary companies. The In- 
terstate Commerce reports made monthly in- 
clude only the earnings from the railroad op- 
erations. It is very true that the coal earnings 
have shown large increases during the current 
year, but the decrease in earnings from rail 
road operations largely offsets this. Moreover, 
earnings from traction and other sources which 
have heretofore contributed a considerable 
amount to that available for dividends have 
slumped. Not only will other income -prob- 
ably be smaller this year than it was last 
year, but Delaware & Hudson will have to 
do something which it has never done be- 
fore, viz., charge off depreciation before it 
can carry a balance to net income for divi- 
dend payments. In this connection we sug- 
gest that you read an article which appeared 
in the April 28 issue of THE MAGAZINE oF 
Watt Srreer. It discussed depreciation 
charges fully. 

As an investment proposition we do not 
regard Delaware & Hudson safe to hold 
even now after its large decline, but in- 
vestors who have the stock should bear in 
mind that the decline has been very drastic 
and that a great deal has been discounted. 
For that reason we expect the stock to rally 
above the current levels, substantially, be- 
fore it goes materially lower. Unless there 
is a decided change in the situation it would 
be advisable for investors to watch their 
opportunity to get out on a rally rather 
than to hold the stock with the expectation 
that within the next few years it will again 
approach its high levels of 1916. 
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Short Term Convertibles—Why and 
What to Buy 


A Seldom Mentioned Class of Securities—Their Advantages 
in Times Like the Present—Discussion of 
Leading Issues 





By IRVIN GILLIS 





N times such as these your 
fancy should rightly turn to a 
consideration of convertible 
securities. Since general con- 

ditions still point to lower prices of long 

time bonds, the promising field narrows 
down to notes and bonds maturing within 

a comparatively short term. 

However, do not make the mistake 
of paying high prices for convertibles, 
figuring that the conversion feature 
will “pay the freight.” You might pay 
too heavily for the experience, because 
when stocks go down, down go the 
prices of the convertible securities to 
a purely investment level. 

Buy convertibles only at times when 
they can be secured to yield about the 
same as plain notes and bonds of equal 
strength and maturity. Then the pos- 
session of an attractive investment will 
have accompanied the speculative pos- 
sibilities without cost. 

Curtiss Aeroplane and Motor notes 
are down again after their wild flight, 
but I wouldn’t climb many stories for 
them. If the 18 and ’19 maturities can 
be bought for around par, they might 
do as a_ speculative commitment, 
since the stock looks as though it 
might do better again after the current 
shake-out, but you take your own 
chances. They are not, in my opinion, 
worth quite par as an investment. 

Of all the convertible issues the most 
attractive are the French Government 
5%s of April, 1919. They were de- 
scribed a month ago. If they go lower 
they will simply be more attractive. 
The Wisconsin Edison convertibles 





were taken up in the issue of August 
11. Below will be found a brief ac- 
count of several other issues. They 
aren’t all of equal attraction by any 
means. In fact, what follows is largely 
a confirmation of the oftmade state- 
ment that the security markets are al- 
ways full of inconsistencies. 

Pan American Petroleum & Transport 
Company first lien marine equipment six 
per cent. convertible bonds, dated July 
1, 1917. The principal of the total au- 
thorized issue is payable in twenty 
semi-annual installments of $350,000 
each, from January 1, 1918, to July 1, 
1927, inclusive. The bonds are redeem- 
able in whole or in part at 105 at any 
time upon nine weeks’ notice. Follow- 
ing this note issue of $7,000,000 
there is outstanding at the present 
time $10,500,000 7 per cent. cumulative 
convertible preferred stock which is 
convertible into common stock at 115, 
and $30,494,750 common stock. 

The notes are convertible into Pan 
American stock at 120 per cent., that 
is at the rate of $1,200 par value of 
bonds for $1,000 par value of stock. 
The Pan American Company owns 
about 51 per cent. of the total preferred 
and common stocks of the Mexican 
Petroleum Company, Ltd., and nearly 
a million and a half dollars worth of 
other securities representing oil hold- 
ings in California and marketing fa- 
cilities in South America. 

The bonds are specifically secured by 
a closed first mortgage on a fleet of 
seven new steel tank steamships ag- 
gregating 70,325 tons dead weight ca- 


(883) 

















884 THE MAGAZINE OF WALL STREET 





pacity, providing marine transporta- 
tion facilities for the Mexican Petro- 
leum Company, Ltd. One steamship is 
now under construction and will be 
placed subject to the mortgage as soon 
as completed. 

During the year 1916, the Pan Amer- 
ican Petroleum & Transport Company 
reported net earnings, including the 
proportion of the net earnings of sub- 
sidiaries applicable to that company, 
amounting to $4,134,819, or nearly ten 
times the annual interest charges on 
these bonds. The Pan American Com- 
pany earned approximately 11.25 per 
cent. applicable to the common stock 
in 1916 and earnings for the current 
year are estimated at nearly thirty per 
cent. on the outstanding stock. This 
figure, of course, makes no allowance 
for excess war taxes which will un- 
doubtedly be imposed by the Govern- 
ment, and which may of course prove 
to be a rather serious burden to the 
company. Current quotations for the 
notes are about par and for the common 
stock 92%. 

Peerless Truck & Motor Corporation 
10-year 6 per cent. convertible notes, 
due 1925. The notes are redeemable 
at 102 and interest on any interest 
date in amounts of not less than $1,- 
000,000 upon sixty days’ notice, and are 
convertible into common stock of the 
corporation at par. Should the bonds 
be called for redemption the convert- 
ible privilege remains in force until 
twenty days before the redemption 
date. 

The notes are a direct obligation of 
the company and are secured by a de- 
posit of all the preferred and common 
stocks of the General Vehicle and the 
Peerless Motor Car Companies, ex- 
cepting approximately four per cent. 
of the preferred stock of the latter 
company. No further mortgage or 
lien can be placed against the company 
while these notes are outstanding. 
Cash and quick assets must at all times 
be maintained in excess of all other 
liabilities and indebtedness, secured 
and gmsecured to an amount equal to 
at least'60 per cent. of the notes out- 


standing. 


The Peerless Motor Car Company of 
Cleveland and the General Vehicle 
Company of Long Island are estab- 
lished concerns engaged in the manu- 
facture and sale of electric and 
gasoline trucks, automobiles, and aero- 
plane motors, with a developed do- 
mestic and foreign business. Earnings 
show a good margin of safety. 

The stock at current levels of 
around 11-12 (par $50) does not indi- 
cate much immediate value in the con- 
version privilege but the notes at 
around 69-70 look fairly attractive for 
a business man’s speculation and if the 
company is successful in its govern- 
ment business and the development of 
its own substantial truck business the 
stock may easily climb into a high 
level of associates. One would do well 
to pay a little higher if necessary later on 
when the situation clears. 

Pierce Oil Corporation five-year 6 per 
cent. convertible notes, due January 1, 
1921. The notes are redeemable as a 
whole at 100 and interest July 1, 1917, 
or after, and are convertible into com- 
mon stock of the corporation at $20 
per share at any time. If the notes are 
called for redemption the convertible 
clause remains in force to the date of 
redemption. 

Since the Standard Oil relinquished 
control in 1913, Pierce Oil has been 
making rapid strides. Today this com- 
pany is one of the important produc- 
ing companies through the acquisition 
of valuable oil lands in Oklahoma, 
Texas, Arkansas and Mexico, while 
prior to 1913 the company existed prin- 
cipally as a distributing concern. The 
company also owns five refineries of 
modern construction in close proximity 
to its producing centers and is thus 
assured of a steady supply of finished 
products sold by both companies. 
When conditions in Mexico return to 
normal the company’s holdings in that 
country promise to prove among the 
most valuable. 

Present earnings of the Pierce Oil 
are running between $3 and $4 per 
share per annum or about 12 to 16 per 
cent. of the par value or over 25 per 
cent. per annum on the present market 
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value. At present the Mexican prop- 
erty valued in normal times at mill- 
ions of dollars is carried on the com- 
pany’s books at a nominal value of $1. 
Even with such a conservative policy 
the present equity back of the com- 
mon stock amounts to over $35 per 
share. 

Interest charges on the note and 
bond issues were earned more than 
three times over in 1916, as compared 
with about one and three-quarters in 
1915. Ne dividends have been paid as 
yet on the common stock which is 
currently selling around 10-11, while 
the notes are quoted 82-84. The lat- 
ter certainly look attractive as a busi- 
ness man’s speculative- investment. 

Buffalo General Electric notes, due 


petual and rates are directed by the 
Public Service Commission. The to- 
tal bonded debt is $15,188,000, includ- 
ing this $4,400,000 issue. Earnings of 
the company have shown a splendid 
and consistent increase. Dividends of 
from 5 to 7 per cent. per year have 
been paid since 1900 on the stock, and 
the present rate is 7 per cent. 

_It must be remembered that the 
bonds are callable as a whole during 
1920 at 103; during 1921 at 102; and 
on February 1, 1922 at 101, but even 
if called may be converted into stock 
for at least ten days before the re- 
demption date. 

It would take an extreme pessimist 
to argue that the conversion feature 
of these bonds should not prove of 
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August 1, 1922, and selling around par, 
certainly give six per cent. and safety. 
These 6’s are convertible after August 
15, 1919, into the common stock at 
100. The stock is selling today quite 
a little above par. 

The above few statements ought to 
be of sufficient interest to cause one 
to follow this description through to 
the end. The company supplies all the 
electric light and power in and sur- 
rounding Buffalo, N. Y., including the 
City of Niagara Falls. Power is ob- 
tained in a large part from the Niagara 
Falls Power Company, but an 80,000 
H.P. steam plant was found necessary 
and an additional 50,000 H.P. will now 
be added. 

The company’s franchise is per- 


very tangible value. As to the notes 
themselves they can be recommended 
without qualification. This brand new 
issue is available to the small investor 
in $100 denominations. I wouldn’t pay 
above par for these notes. 

Chile Copper 7’s due May 1, 1923. 
These notes are a direct obligation and 
secured by the entire capital stock of 
the operating company, and are prior 
in lien to the convertible 6’s of 1932. 
The 7’s of 1923 are convertible to ma- 
turity into stock at $25 per share while 
the 6’s of 1932 are corivertible at $35. 

The Chile Copper property is a per- 
fectly enormous proposition and earn- 
ings are running very satisfactorily. The 
convertible 7’s of 1923 sold as high as 
154 last year with a high for the stock of 
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39%. The stock is now selling around 
19-20. 

However, the stock capitalization at 
$100,000,000 is so large as to preclude 
earnings figuring any fabulous show- 
ing per share. This fact keeps me 
from recommending the 7’s at present 
figures of around $112, a quotation 
about 10 points down within a couple 
of weeks. They ought to be obtain- 
able on a considerably lower level 
within at least two or three years. 

Southern California Edison and also 
its two-year 6’s were described in the 
issue of August 4. This is a mortgage 
security, but the company also has a 
6 per cent. convertible debenture issue 
due March 15, 1920, of which there are 
$2,000,000 outstanding. They are con- 
vertible into the common stock of the 
company on a basis of 11 shares of 
stock, $100 par for each $1,000 de- 
bentures. 

This stock is showing good and in- 
creasing earnings with a market price 
of around 86-88, at which figures it 
is but a few points below favorable 
conversion of the notes selling around 
98-100. Figuring on a pure interest 
yield these debentures are attractive 
at anything like the present bid price. 
With such a close maturity, however, 
every one-eighth of the price makes a 
good deal of difference in the yield and 
it would probably not pay to go climb- 
ing for them at this particular time. 

Mexican Petroleum Company Ltd. 
10-year convertible first lien and re- 
funding sinking fund 6’s, due 1921, is- 
sued in series A, B and C. Series A 
and C are convertible at par into the 
common stock of the company at any 
time between October 1, 1913, and 
April 1, 1921, or if-called for redemp- 
tion—being redeemable at 105 and in- 
terest on any interest date upon eight 
weeks’ notice—up to 30 days prior to 
redemption. Series B is an issue of 
£400,000 reserved for London. 

Each series is provided with a sink- 
ing fund, based on production, with 
minimum payments at an annual rate 
of 10 per cent., and maximum pay- 


ments at an annual rate of 15 per cent. 
of the largest amount of such series 
theretofore issued. 

The Mexican Petroleum Company, 
Ltd., is a holding company controlling 
properties located principally in Mex- 
ico in the Tampico fields, but also 
having important possessions in Cali- 


fornia. At present, prices of 107%- 
108% for the Series A bonds and 


106%4-110 for the Series C, the con- 
version privilege is of little import- 
ance with the stock quoted 95-95%. 
The bonds are being retired by the 
sinking fund and on December 31, 
1916, only $2,837,580 of the first lien 
and refunding 6’s were outstanding 
out of the authorized issue of $3,940,- 
000, and on April 1, 1917, over $800,- 
000 par value of the bonds were calléd 
for redemption at 105. Bond interest, 
including interest on subsidiary com- 
pany bonds outstanding was earned 
approximately thirty times over in 
1916, in fact the balance after interest 
and dividends was more than twice the 
total amount of this issue then out- 
standing. 

Of course, the notes are selling too 
high to attract investment. The prices 
are well worth watching, however, as 
“Mexicon Pete” is a wonderful prop- 
erty and it’s easy to predict a tremend- 
ous rise in the price of the common 
stock. When? Well, if anyone knew 
when all the rises and declines in 
stocks will take place, there wouldn’t 
be a market very long. 

The Great Atlantic & Pacific Tea 
Company five-year 6 per cent convertible 
notes, due June 1, 1921. The notes are 
convertible info 7 per cent. cumula- 
tive preferred stock of the company at 
par on any interest date on or prior to 
June 1, 1919. The preferred is redeem- 
able in whole or in part at 115, and to 
provide funds for this redemption not 
less than 3 per cent. of the net earn- 
ings of the company will be set aside 
each year beginning June 1, 1919. 

Started in 1858, the Great Atlantic 
& Pacific Tea Company has operated 
under the present name for the past 
forty-eight years, and at the present 
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time conducts over 3,100 retail grocery 
stores in twenty-nine states through 
subsidiary companies owned or con- 
trolled by it. It is stated that these 
stores constitute the largest retail 
grocery business in the United States. 

The net earnings of the business for 
the fiscal year ended February 28, 1917, 
after charging off $396,480 for depre- 
ciation, aggregated $2,661,973, or over 
nine times the interest requirements of 
$293,640 on this note issue. On the 
basis of current operations it is re- 
ported that the company should earn 
approximately $3,500,000 this year. The 
notes are selling around 98%, while the 
preferred is quoted 99-100%. 

I wouldn’t strain very much to se- 
cure these notes just now. They are 
perfectly good notes, but there are a 
good many that yield more and I 
wouldn’t give a great deal at this time 
for the conversion feature. 

Consolidated Gas, Electric Light & 
Power Company of Baltimore 5 per cent 
convertible notes, due 1921, yield about 
6% per cent. In addition to a good 
yield with safety these notes possess 
an attractive convertible feature. The 
notes are convertible after November 
15, 1918, into the common stock of the 
company at $110 per share. 

The common stock paying 8 per 
cent. is selling around 107. Provision 
has been made to call the notes on and 
after May 15, 1919 at 101% and inter- 
est on 60 days’ notice. 

In addition to providing for exten- 
sions, improvements, etc., the proceeds 
from the sale of these notes were used 
to retire an issue of $4,103,754 of pre- 
ferred stock outstanding. Both gross 
and net earnings of the property have 
shown steady gains for the past few 
years and indications point to a con- 
tinued expansion of business. 

This company with its constituent 
companies has been serving ex- 


clusively the City of Baltimore and 


surrounding territory with gas since 
1817 and electricity since 1881. The 
franchises are unlimited to time and 
no further franchises can be granted 
to any other company without the con- 


sent of the Public Service Commission 
of Maryland. 

Consolidated Gas of Baltimore is 
one of the strongest and best man- 
aged utilities in this country. It is 
popular at home and charges the low- 
est prices for gas and electricity any- 
where along the Atlantic Seaboard. An 
interesting recent development is a 
contract to take over for distribution 
the waste gas generated by the Penn- 
sylvania Steel subsidiary of the Beth- 
lehem. You can well afford to check 
up the price of these notes weekly. I 
wouldn’t be surprised to see them sell 
a little lower and if they do, start buy- 
ing them. 

Central Argentine Railway Lid. ten- 
year 6 per cent. convertible notes, due 
February 1, 1927, are one of the recent 
foreign corporation issues floated in 
this country. These notes are con- 
vertible into the consolidated ordinary 
shares at par after January 31, 1918, 
until maturity, or if called for earlier 
redemption, until and including the re- 
demption date. The conversion priv- 
ilege is to be submitted for ratification 
at the shareholders’ meeting in Oc- 
tober, and failing ratification, the notes 
are to be redeemed on January 1, 1918 
at 102 and interest. 

The property of the Central Argen- 
tine Railway,’ Ltd., comprises 3,305 
miles of track connecting Buenos 
Ayres with the interior, serving the 
most densely populated sections and 
principal cities of Argentina. The 
company’s capital investment recog- 
nized by the Government, on which it 
is entitled to charge such rates as will 
provide a net earning power of 6.80 per 
cent., is $250,000,000. Interest require- 
ments have been earned on an average 
of four times over during the past ten 
years. 

Under existing conditions the con- 
version privilege at present is not im- 
portant, but granting that conditions 
will come back to normal and equal 
those of the past ten years, the right 
may prove of considerable value. 
These notes are the first obligation the 
country has ever floated in this coun- 
try, and they have been well received. 














‘What Every Investor Ought to Know 


Tricks of the Unreliable “Broker”’—Why It Is Necessary to 
Investigate New Promotions—Ventures Which Are 
Not Investments 





By JAMES KENNEDY 





E stopped and looked at our 

stockholders, some surprised. 

It wasn’t quite the kind of a 

gang we _ supposed had 
investing. They all looked 
like r people; there were plenty 
of P pelt ses and lots of young 
girls that you’d say worked in fac- 
tories and mills. Some were old men 
that looked like war veterans, and 
some were crippled, and a good many 
were just kids—bootblacks and news- 
boys and messengers. Some were 
working men in overalls, with their 
sleeves rolled up. Not one of the gang 
looked like a stockholder in anything 
unless it was a peanu stand. But they 
all had Golconda stock and looked as 
sick as you please.” Such is O. Henry’s 
description of the investors in a fake 
mining scheme, from “Th Gentle 
Grafter.” It is amusing fiction, but is 
‘it so much different from the real 
thing? 





been 


A Pitiable Letter 


The following is a letter from a 
woman who did not have very much to 
lose. If she lost her little capital, she 
had no means of replacing it. She is 
an investor. She is living today and 
her letter is typical of thousands of 


others. 

“Dear Sirs: Messrs. — & Co, —— 
Street did me a very dirty trick. They 
roped me into buying 5,700 shares of ——— 
at 19/16 on a margin. I saw they did 
not buy or hold the st but just kept my 
money, and as they said I had nothing for my 
money but the interest of the stock and them 
for my cash. I paid up the margin and asked 
for my stock also 100 shares 
stock May 16th. but week after week they 
would not send me my stocks. 

“Then Mr. came here, 164 miles, to 
see me and told me my stock was 
going away down an he advised me to change 
it at even and take _ 2a 
stock that they give you in two minutes after 
they force you into buying it. They forced 
me into buying 3,000 shares one day before I 



































got out of their office and made me pay cash. 
Now they say I sold my and gave Mr. 
orders to buy and have kept my 
stock and sent me stock and will 
not do anything. I sent a telegram same day 
saying ‘Do not sell my stock’ ; 
for I knew when they told you about a stock 
they would say they bought 3,000 or more 
thousand shares and make you take it on 


margin. 
“ 


























_ “My stock they would not .de- 
liver until they got the rights and kept them. 
The rights were worth $540, but they won't 
do a thing. I now hold 8,700 shares 
and they kept my stock. 
What would you advise me to do? Can I sell 
the or is it a real thing or a 
bunko? I did not tell them to sell my 
———— stock and above all to buy 5,700 shares 
for I hated the 3,000 shares I had. 
- “Kindly advise me and oblige.” 

The summary of the advice is: 
First, do not attempt to invest until 
you know what an investment is and 
then get the opinion of experts before 
taking the first steps. 

Second, read and educate yourself so 
that you can invest intelligently. 

Third, do not become the cats-paw 
for brokers who are not brokers but 
probably “fly-by-nights.” 

Fourth, in this particular case, com- 
plain to the police department. Also 
get an attorney. 

Until we become a country of in- 
vestors, until we establish schools 
showing how to invest and how to pro- 
tect what has been earned by the 
sweat of the brow so that it will not 
land in the bank accounts of the 
thieves, we have not conserved our re- 
sources. Public schools train boys and 
girls in the methods of business—How 
to make money. Where is there a 
course on how to keep it? 


How They Do It 
The campaign of a few years back by 
the larger exchanges to get rid of 
“bucket shops” was the real beginning 
of the end for the crooked broker. 
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From that point on, the fakers reor- 
ganized their various schemes and 
established offices which “apparently” 
did a legitimate business. If one of 
these firms did not have sufficient 
capital, the process of doing business 
was somewhat as follows, of course 
with variations depending on circum- 
stances: 

An out of town retail grocer notices 
in the daily paper that the oil stocks 
are booming and he reads tales of large 
sums having been made by insiders 
and even by just ordinary people. He 
has no brokerage connections and the 
thought enters his mind that he should 


made on their books. If the stock 
goes down, actual purchase is made, 
and not until then, but purchase 
is not made at the time the or- 
der goes in. If the stock goes 
up, Smith & Co. take advantage 
of the grocer’s ignorance and suggest 
that he switch his “investment” to an- 
other stock, usually oil or mining. 
This second stock, is of a type which 
the firm has bought up by the ream 
and there is plenty of paper printed 
to look like real certificates. If the 
grocer does not desire to make this 
switch, a representative of the firm, 
whose personality is of the persuasive 
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An Old Print Illustrating an Old Game 


profit as well as others. His home 
town, or city, newspaper contains the 
advertisement of Smith & Co., who 
tell of the merits of some prominent 
oil stock now being traded in on the 
“Curb.” Correspondence follows and 
our grocer friend is persuaded to “take 
a flyer.” He thinks that he is “invest- 
ing.” 

A check for $1,000, which should 
have been invested in good 5 or 6 per 
cent. baby bonds, or in a good pre- 
ferred stock, is sent with the order to 
purchase the oil stock. Smith & Co. 
send back a report that the stock has 
been purchased and proper entries are 


kind, takes a trip out to the country 
town or city to see his prospect. The 
very fact that a representative of the 
firm takes the trouble to make this 
trip, tickles the vanity of our grocer- 
investor and it is a simple matter to 
persuade him. Thus, the firm of Smith 
& Co. have been able to distribute a 
worthless security through the broker- 
age on a real security. 


Women the Prospects? 


Investment education is onk 
ning. The last Liberty Loan did 
and the one to come ie much 

, in the 


more toward this education, 
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mean time, the best prospects for the 
“fly-by-night” concerns are women. 
The appeal of advertising literature is 
such that women have more time to 
take cognizance of it. To many of 
them investment appeals as a broader 
field in the business of life, and they 
are eager to learn and readier than 
the ayerage man to take a chance. 

Up to the present time, the women 
who have entered the brokerage and 
investment business as a profession 
have been of the highest type and they 
desire only to protect their own sex. 
But the oily salesman of undesirable 
character still exerts his energy among 
women with money and it is unfor- 
tunate that he is able to succeed so 
well, 

It is difficult for the woman with a 
husband to attempt the management 
of her own financial affairs, because 
the man usually feels that .all such 
matters are a part of his business and 
his wife should not attempt to inter- 
fere. The time is coming when the in- 
vestment of family funds will be dis- 
cussed in family conference. 

In the meantime, no woman should 
attempt investment or become con- 
nected with any brokerage firm in a 
business way, until she has first in- 
vestigated the standing of the firm in 
question. Furthermore, whenever an 
order has been placed for the purchase 
of securities the customer should ar- 
range for the delivery of the actual 
certificates at once. If the firm makes 
excuses which are unreasonable on 
their very face, the matter should be 
placed in legal or post-office hands 
without delay. 


The Stability of Investments 


Thousands upon thousands of good 
solid citizens think of oil and mining 
stocks as investments similar to rail- 
road and industrial bonds and stocks. 
It is certainly true that wealth from 
the soil should be classed in this cate- 
gory, but the fact remains that very 
few.of the oil and mining securities 
compare: with rails and industrials in 
the matter of stability. Standard Oil 
securities, Anaconda Copper, and others 


of like character are in the minds of pros- 
pective investors. The illustration of 
United Verde Extension selling from 40 
cents a share to $40 a share is the incen- 
tive for others. Not so very long ago, 
the whole country was deluged with ad- 
vertisements about a new candy busi- 
ness. These circulars pointed out the 
attractiveness of a business like Huy- 
ler’s. The whole structure fell to the 
ground. Men of prominence who in- 
advertently lent their names suffered 
in consequence. 

Years ago investors listened to Will- 
iam Paterson, whose Darien scheme 
was a gigantic swindle. French kings 
and premiers feted John Law, whose 
Mississippi Bubble burst with awful vio- 
lence. All England listened to Sir 
John Blunt, whose South Sea Bubble 
wrecked thousands of fortunes and 
reputations and. it is not so long ago 
that John Keely invented the Keely 
Motor in this country and investors 
from Europe came to praise it. 

Back in 1906 private cars of seasoned 
financiers could be seen rushing to 
Goldfield. Soon after Goldfield Daisy 
and Goldfield Consolidated were ac- 
tively traded in on the New York 
Curb, while the San Francisco Stock 
Exchange had-as many mining stocks 
listed on it as the London Exchange 
had world wide issues. Many of the 
attractive certificates to-day, either 
line the strong boxes of “investors” 
never to be disturbed, or they have 
been sold at % cent a pound to be con- 
verted into paper for commercial pur- 
poses. 

Back in 1910 the writer was in Los 
Angeles, the new oil district. Every 
newsboy and ribbon counter clerk had 
a sheaf of oil certificates tucked away 
in the hope of sudden riches. The 
climax came as usual and as it always 
will. Most of the enterprises were 
fake ones and were conducted by ir- 
responsible firms. It was difficult to 
discern what was really bona fide. 

Many newspapers and financial pub- 
lications are eliminating this class of 
irresponsible advertising from their 
pages. It is true that the beginning 
is small and there is much to be done. 
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But the fact that there is a beginning 
means something better for the big 
army of future investors. 

Only a week ago, the editor of a 
newspaper received a special delivery 
letter from a “brokerage firm” in New 
York City. The letter was received, 
just before going to press and contain- 
ed the advertisement of a new oil com- 
pany. “Take this advertisement at 
your own rates” was the message. It 
would not have been surprising if the 
country editor, not knowing financial 
conditions, had accepted it. If he had 
printed it, someone in that little town, 
calling himself an investor, would prob- 
ably have lost hard earned savings. 

While you are reading this article, 
certain so-called brokerage firms have 
representatives in the western section 
of New Jersey selling securities of 
new automobile ventures. The sales- 
men are well dressed, appear affluent 
and are wonderful “talkers.” No one 
knows how much money “investors” 
will throw into the coffers of these 
auto companies which may never be 
more than incorporations in the rec- 
ords of the state. 


An Illustration 


Here is an example of a mining 
scheme back in the early seventies and 
the analogy holds good to-day: 

Mr. A.—,a gentleman having some 
connection with the mining interests 
of the country, and owning a claim 
which had been staked out on some 
auriferous ledge in Colorado, being 
naturally desirous of disposing of his 
property to advantage, would go to 
some “prominent banker,” for the pur- 
pose of negotiating a sale. But 
“prominent bankers” are not in the 
habit of paying cash for property two 
thousand miles way. Accordingly a 
proposition would be taken up to make 
the claim the basis of a stock com- 
pany, and that the owner convey his 
property in it to the company and re- 
ceive therefor, a certain sum in cash 
say $10,000 to be paid out of the first 
subscriptions, and also a certain num- 
ber of shares of the stock. 

The capital might be two million 
dollars, represented by shares of $50 


each or 40,000 in all. An assay is made 
and literature sent out. Some wealthy 
merchant or some prominent man 
lends his name and the directors are 
also “made prominent” if they are not 
already so. Usually these “big” 
names get the stock at $12.50 when it 
is offered to the public at $25. 

Officers and a name are selected. 
The prospectus in excellent .typo- 
graphical detail is distributed and the 
“investors” have a chance to subscribe 
before Nov. 10, after which date, the 
books close and “the opportunity is 
gone for ever.” Needless to say the 
stock is sold, and after a fitful spell of 
manipulation, the company, name and 
officers drift into oblivion. Of course the 
actual claim exists. But that is all. 


Conclusion 


The three former articles in this 
series have endeavored to point out 
the salient points of a mediocre in- 
vestment in the Phantom Aero Co. 
This article points out one of the nasty 
features of brokerage which is not an 
investment and never will be an in- 
vestment. 

Readers may wonder why the article 
in question appears in the series of 
“What Every Investor Ought to 
Know.” No one’s intelligence need be 
insulted when the big estates of the 
most prominent financiers we have 
known, contain reams of “cats and 
dogs.” Beware of the insidious stock 
salesman and the irresponsible broker- 
age firm. 

Before answering an advertisement 
apply for information to a responsible 
source of information. Even after satis- 
fying yourself as to the responsibility of 
the firm, get real facts and figures and 
opinions from those in whom you can 
trust. The Inquiry Department of THe 
MAGAZINE OF WALL STREET is open for 
such inquiries from its yearly subscribers. 
Others have definite and trustworthy 
sources in their banks and local financial 
institutions. We will soon have millions 
of real investors. They must be edu- 
cated and protected. Count ten- before 
you permit yourself to be. interested. 
Then investigate, and count one hundred 
more before acting. 














Bond Inquiries 





N. Y. Rys. Adjustments Risky 


T. C. J., Brooklyn, N. Y.—The New York 
Railways Co. has never fully met the interest 
ayments on its 5% Adjustment Income Bonds 
i the time of their first issue January 1, 
1912. The most it has ever paid in any one 
year is 4.231% from December 31, 1915, to De- 
cember 31, 1916. The company defaulted its in- 
terest altogether for the six months ending De- 
-cember 31, 1916, and is in arrears now about 
8%4%. Over $6,000,000 of these bonds are now 
represented in a Litigation Committee which 
is endeavoring to force the New York Rail- 
ways Co. to make up this deficit and to obtain 
a judicial decision which will insure future 
payment of the full 5%. It is claimed that the 
company actually is financially able to meet 
this interest out of earnings, although as a 
matter of fact for the year ending June 30, 
1916, the income account showed only $1,439,- 
707 available for interest, whereas the interest 
requirement was $1,584,946. The Adjustment 
5s, subject to $18,069,948. First Real Estate & 
Refunding Mortgage Gold 4s, are a first lien on 
all the properties, railways and franchises for- 
merly of the following companies, together 
with all additions thereto, and all real and 
personal property formerly of said companies, 
that is of the Houston, West Street and Pa- 
vonia Ferry Railroad Co., the Chamber Street 
and Grand Street Ferry Railway Co., the 
Broadway Railway Co., South Ferry Railway 
Co., Metropolitan Cross-Town Railway Co., 
Lexington Avenue and Pavonia Ferry Co., Co- 
lumbus and Ninth Avenue Railway Co. and the 
Fort Lee Ferry Extension. They are addi- 
tionally secured by a large amount of track- 
age rights, leases on a number of city surface 
car lines and deposits of numerous securities. 
The New York Railways Co., however, is 
in a very unfavorable situation as to earnings 
at the present time and it will probably be 
some years before the market price of the Ad- 
justment 5s appreciate to any extent. The 
bonds are highly speculative and we do not 
advise their purchase. 





On Buying Bonds for Income Only 


V. D. B., Bangor, Me.—The outlook for the 
bond market in general is still uncertain, par- 
ticularly as regards long term issues. The huge 
borrowings of the government, present and 
prospective, have so raised the price of capital 
that the entire basis of investment valuations 
has had to be revised. The highest grade 
stocks and bonds are now succumbing to the 
affect of the rise in the cost of capital. In short 
their prices are being readjusted to the very 
substantial increase in the investment return 
which capital demands. How long this read- 
justment will continue is problematical because 
we do not know how long the war will last, 
but it may be safely assumed that, with a pro- 
longed war, successive government loans at 
progressively higher interest rates will cause a 
further downward adjustment in the prices of 
bonds. Under the circumstances we do not 


think it wise to invest except for safety and in- 


come only. Relatively — high grade 
bonds are selling on the bargain counter, for 
eventually, with a return to normal conditions 
in the investment market, they will recover. 
We can recommend your buying American 
Smelting & Refining 5s under the above quali- 
fications. 


Why Short Term Note Yields Are High 

E. G., Providence, R. I—There is a mini- 
mum element of risk in the short term notes 
you have listed, for these are the obligations 
of companies of the very highest credit, and 
there is no reasonable doubt as to their ability 
to meet these several note obligations at matur- 
ity. The reason for securities of this class 
selling on such an attractive yield basis is that 
the law of supply and demand in the invest- 
ment market has created a condition which 
compels the soundest corporations to pay high 
rates for their borrowed money. 

Other sound short term notes which we can 
recommend are: 





: ’ Price. Yield. 
Chicago, Burlington & Quincy 

Joint 4s, due 1921......... 5.05% 
Great Northern Railway 5s, 

GRR: DEE a cee dca hecsisidens 5.20% 
Canadian Pacific Railway 6s, 

a BS ree 101% 5.70% 


There are many other shorter maturities, 
but the yield is low on these because of the 
short time they have to run, and we assume 
that you will not be interested in them. 


Points Against Sinclair Bonds 
M. T. C., Detroit, Mich.—Sinclair Oil & 
Refining 7s are protected by fairly substantial 
equities and have certain speculative features. 
We have been very unfavorably impressed, 
however, with the financial management of the 
Sinclair Oil & Refining Corporation and we 
cannot bring ourselves to regard these new 
notes as desirable for either investment or 
speculation. The company has pursued an ex- 
travagant financial policy which has led to 

difficulties that could have been avoided. 


A Convertible Bond of Meérit 


There are no Chesapeake & Ohio 4% bonds, 
but there is a general mortage 414% issue, 
which you may possibly have in mind. A 
more desirable purchase than this we believe 
is Chesapeake & Ohio convertible 5s, now 
selling around 8334. At this price they 
constitute one of the best semi-investment 
railroad bond purchases on the list. The 5s 
are exchangeable into stock at $75 a share 
up to April 1, 1920, and on a graduated scale 
up to par up to 1936. These bonds have the 
same mortgage rank as the convertible 4's, 
and share with any new mortgage that may be 
brought out in the future. There are over 
$100,000,000 of bonds ahead of them. The 
stock into which they are convertible is sell- 
ing within about 15 points of the conversion 
price, and is earning about three times its 
dividend of 4%. 
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Vail’s Decade With A. T. & T. 


What He Has Accomplished—Important Developments in 
Long-Distance Business—Stock’s Investment Status 





ER declining to a new low 
level recently, the stock of 

the American Telephone & 
Telegraph Co. has been hold- 
ing very steadily and it rather looks as 
though liquidation in this issue has 
come to an end. 

As a matter of fact it is hard to find 
reasons why anybody should sell this 
stock today, unless through some 
necessity on account of needed finan- 
ces. The stock now yields almost 7%. 
This is a high return, and in no way 
competes with the high interest bearing 
government issues. 


Mr. Vail’s Achievements 


The year 1917 marks the tenth an- 
niversary of the return of President 
Theodore Vail to the active manage- 
ment of the American Telephone & 
Telegraph and its allied concerns. It 
is fitting at this time to review the 
accomplishments of the company in 
this short period of ten years. 

When Mr. Vail came back to assume 
the reins of management after a short 
interval, during which he was in South 
America, the Bell Telephone System 
owned or was connected with about 
2,000,000 stations. At the end of June 
of the present year the Bell Telephone 
System had a total of 10,285,000 owned 
and connected stations. Gross reve- 
nues of the Bell Telephone System in 
the United States in 1907 were 
$128,579,000, whereas at the end of 
1916, they were $264,575,000, and 
operating revenues for the five months 
ended May 30th showed an increase of 
almost $15,000,000. Net revenues 
after all expenses in 1907, were $41,- 
184,000, whereas at the end of 1916, 
they were $79,353,000. 


It is evident that a public service cor- 
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poration which could show such a 
tremendous increase in earnings and 
earning power, required a great deal 
of financing. The holding company 
and its subsidiaries were put in such 
strong condition by the policy that 
has been pursued, that it has been an 
easy matter for this company to se- 
cure its necessary funds. The wisdom 
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and farsightedness of the manage- 
ment was again shown in the latter 
part of last year when the company 
sold $80,000,000 collateral Trust 5% 
bonds, and $40,000,000 capital stock. 
If it had to go into the market at the 
present time, it would have to pay a 
great deal more for that money. 

In addition, as a result of the con- 
servative tmethed followed By the 
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management and the abnormally 
large amounts which it has expended 
for maintenance and charged off for 
depreciation, it is one of the com- 
panies which could go through a pro- 
tracted depression and live on the fat 
which it has built up in this way. This 
is a very important factor at this time, 
when the outlook for the ending of the 
war is so uncertain, and with the pos- 
sibility that the Government may have 
to continue to finance on a large scale 
for some time, thus prohibiting much 
corporation financing. 





In most cases the company owns a 
controlling interest in operating tele- 
phone companies. In a number it 
owns all of the stock, and in many 
cases the great majority. 


Bell Telephone System 


By a graphic, we show the compara- 
tive income account of the Bell Tele- 
phone System from 1910 to the end of 
1916. It shows that the capital stock in 
the six year period has increased 34.3%, 
while the funded debt has increased 88%. 
In-other words, the increase in total capi- 
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NEW YORK OPENING OF AM. TEL. & TEL.’S TRANSCONTINENTAL LINE 


Left to Right—John J. Carty, Chicf Engineer, A. T. & T.; Hon. Geo. McAneny, then Pres. 

Board of Aldermen; U. N. Bethel, Senior Vice-Pres. A. T. & T.; Dr. Alexander Graham Bell, 

Inventor of the Telephone; Hon. John Purroy Mitchel, Mayor of New York; C. E. Yost, 
Pres. Nebraska Tel. Co., and Hon. W. A. Prendergast, Comptroller of New York 


To get a true idea of the real earn- 
ing power and equity back of the 
stock, one must analyze the financial 
results of the Bell Telephone System 
in this country. This is due to the fact 
that although the American Telephone 
& Telegraph Co. operates long distance 
lines and leases the various instru- 
ments to its subsidiary companies, it 
is in the main a holding company, and 
as its balance sheet shows, it carries 
stocks and bonds of associated com- 
panies to the value of $540,478,000. 


tal obligation has been 61%. Against this 
gross income has increased 60%, while 
total operating income has increased 
almost 56%. 

It is evident, then, that the system 
has increased its gross business in line 
with its increased capital obligations. 
Net income has increased only 45.4%. 
This is not strange, however, in view 
of the constantly increasing costs to 
all corporations. It is interesting to 
note, however, that only in one year, 
1911, has there been a decrease in net 
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income, while gross income has gone 
along increasing every year. 

Had the management of this com- 
pany resorted to the methods of so 
many other corporations, net income 
could have been maintained also. But 
it has not only always maintained its 
property in shape to carry on its present 
business, but has written off all obsolete 
assets a long distance ahead, and as well 
has prepared for business for years 
ahead, particularly in the larger cities. 

Despite these heavy maintenance 
and depreciation charges, the Bell 
Telephone System has built up a very 
substantial surplus. The surplus in 
1916 was $22,078,000, against $15,189,- 
000 in 1915. The total profit and loss 
surplus on Dec. 31, 1916, was $262,- 
000,000, the equivalent of about 62%, 
on the outstanding funded debt of 
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been well expended, and in such a way 
that it has given a substantial return 
upon the investment. 

Now that the equities and earning 
power of the Bell Telephone System 
have been shown, we can study the 
earning power of the American Tele- 
phone & Telegraph Co. itself. The 
table gives a comparison of the in- 
come account of the last ten years, to- 
gether with an analysis of the same. 

A review of this table might indicate 
that the earning power of the Ameri- 
can Telephone & Telegraph Co. had 
been decreasing. Thus, in 1908 it 
earned 11.64% on its stock, as against 
only 9.38% in 1914, and 9.77% in 1916. 
As a matter of fact, however, this 
does not follow. The management 
has been very conservative, and where, 
as in early years, the various compa- 








AMER. TEL. & TEL.’S CONDENSED INCOME ACCOUNTS 


Total Operating Interest 

Income Income Charges 
GT - .ste< $25,609,671 $23,479,290 $7,209,902 
ES scecs 27,898,970 25,895,014 7,773,307 
ISGP .cwee 32,761,341 30,190,766 7,095,377 
eee 35,358,328 31,933,214 5,007,321 
BEE. Seves 36,970,230 33,301,246 5,567,980 
BORE satan 42,717,993 37,907,645 5,844,699 
BSED. 6.6. 45,909,991 40,576,746 7,656,656 
B9G6: cease 46,196,599 40,557,977 8,223,163 
BGS 6540s 46,809,354 41,117,487 6,498,850 
ee 50,932,051 44,743,376 6,730,099 


Times Net Per Cent. Surplus 

Earned Income Earned for Year 
3.26 $16,269,388 11.88% $5,325,744 
3.31 18,121,707 11.64 5,662,551 
4.25 23,095,389 10.84 6,059,113 
6.29 26,855,893 10.34 6,079,071 
5.98 27,733,265 10.01 5,563,815 
6.49 32,062,945 9.86 6,047,357 
5.29 32,920,090 9.59 5,466,053 
4.93 32,334,814 9.38 4,762,139 
6.33 34,618,637 9.52 5,518,046 
6.65 38,013,278 9.77 6,891,090 








these companies. The American Tele- 
phone & Telegraph Co. gets the 
greater part of its income from divi- 
dends and interest from its various 
associated companies. 

Plant Extension 


The table showing the additions to 
plant from 1900 to the end of 1916 in- 
dicates the amount of money which 
has been expended in that time. It 
indicates that the equities back of 
various subsidiary companies are very 
large. As this table shows, the com- 
pany in the 17 years ending Dec. 31, 
1916, has added $796,000,000 to its 
plant. This, of course, has been neces- 
sitated by the great expansion in the 
use of the telephone. These figures 
substantiate that all of the money raised 
by the various forms of financing has 


nies may have been made to pay 
dividends, thus increasing the income 
of the parent company, for the last 
ten years the various subsidiaries have 
been placed in a position wheré orice 
dividends are begun, the management 
feels they can be maintained. 


In the last three years, the revenue 
derived from the parent company’s 
direct telephone traffic has increased 
much faster than that from any other 
source. Thus, revenue from this 
source in the last three years has in- 
creased over $3,400,000, or about 
60%. The revenue from interest re- 
ceived from the associated companies 
has increased $1,000,000, whereas the 
revenue from dividends received from 
them has increased only about $500,- 
000. 
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A Big Toll Business 


The long distance telephone busi- 
ness which is operated by the Ameri- 
can Telephone & Telegraph Co. di- 
rectly, has grown very rapidly, par- 
ticularly in the last few years. Busi- 
ness men are using it more and more. 
Thus the writer knows of a glass broker 
who went into business several years ago 
and who makes exceptionally good use 
of the telephone. Whereas, two years 
ago, his toll business amounted to very 
little, today it is running at the rate of 
$100 per month. He has found it profit- 
able to do business over the telephone in 
many cases, instead of not only spending 
his time but also paying heavy railroad 
and hotel bills. I know of another case, 
a stock promotion house, which up to re- 
cently kept a number of men on the tele- 
phone all of the time calling up various 
people at some distance from New York. 








Plant Additions 


a oes $31,619,100 
eR ee ane caubuhited ‘005,400 
eT NOI eet 37,336,500 
oa a get cethaied 35,368,700 
ng tei cc tien ens 33,436,700 
Gracin th aH aa ane 50,780,900 
ne aeons kines 79,3 
Ns cereals 52,921,400 
Rr areal 26,637,200 
ee Baas actlscin doves 28,700,100 
Re ha a NRE AIS SEY 53,582,800 
Rais sete stodcescnacnhes 55,660,700 
TSE Rie OTE SI a 75,626,900 
deans 54,871,900 
MEd re slatne ccaescedod 50,045,300 
TR ar Valin ali RR ite 32,863,700 
BN dies. le cavebsétcie dus dee 66,224,700 
I a ee $796,048,900 








I understand that this method was very 
successful. 

There are sq many cases where a 
letter or a telegram might not suffice 
but where a telephone message can 
accomplish results, that business men 
and business houses are making great- 
ter and greater use of it. 


Can Live on Fat 


The fact that the dividends have 
been earned by small margin all along 
does not mean a great deal. This is 
a public service company, and just as 


during times of abnormal prosperity, 
like that of the last three years, its 
earnings do not increase proportian- 
ately, so also in time of depression its 
earnings do not decrease, as they do 
in the railroad and industrial lines. 
As stated before, the fat that has been 
built up through the abnormally high 
depreciation and maintenance charges 
which in 1907 amounted to 28% of 
gross earnings, in 1910 to 31.3% of 
gross earnings, and in 1916 to 31.8%, 
can be utilized in the event of any de- 
crease in prosperity. 
Capital Obligations 


The American Telephone & Tele- 
graph Co. has an authorized capital of 
$500,000,000, of which there is out- 
standing $396,479,000. It paid 744% on 
its stock from 1900 to 1905 inclusive, 
and in 1906 paid 74%. From 1907 in- 
clusive to the present time it has paid 
8% annually. The stock, therefore, 
has a record of earning second to but 
very few stocks listed on the ex- 
change. 

The combined funded debt of the 
Bell Telephone System is $422,586,- 
000. The total funded debt of the 
American Telephone & Telegraph Co. 
itself is $199,512,900. The company 
also has endorsed notes for subsidiary 
companies to the amount of $34,709,- 
000. The bonds of most of the sub- 
sidiary companies rate very high as an 
investment. So also do the bonds of 
the American Telephone & Telegraph 
Co. itself. 

As a matter of fact, last year the 
American Telephone & Telegraph Co. 
earned its interest charges 665 times 
over, against 6.33 times in 1915, and 
4.93 times in 1914. It is evident then 
that these bonds are well protected both 
as to equities and earning power. 

The stock is widely held and in New 
England particularly it is one of the 
most popular investment issues. In 
view of its past record, the large equi- 
ties back of it, its strong financial and 
physical condition and the outlook, 
the stock is selling below its intrinsic 
merit and in the writer’s opinien is a 
splendid investment purehase. 























Public Utilities Notes 





Amer. Tel. & Tel.—This company, in the 
words of one of its most active officials, “is 
as sure to pay its 8% dividend as any future 
event in this human world can be predicted.” 
American Telephone is at the zenith of its 
prosperity. Its financial position with be- 
tween $30,000,000 and $40,000,000 cash in the 
banks is impregnable. Its gross and net 
profits are expanding in consistent harmony. 
War, if anything, has hurt it slightly in that 
it has advanced construction costs. But $50,- 
000,000 of new construction added to $1,000,- 
000,000 of going property is only a slight 
addition, and even if slightly enhanced in 
cost it is leveled out in a mass of pfior prop- 
erty investments. American Telephone is 
so much of an investment issue that it is 
not surprising that, like General Electric and 
United Fruit, it has been subjected to con- 
certed pressure. The very strength of the 
stock in months gone by has invited such 
attack. 


B. R. T.—Earnings of this company dur- 
ing July and August have been distinctly en- 
couraging. It is a matter of considerable 
comfort to the investor in Brooklyn Rapid 
Transit that net profits in each of the 
months July and August were equal to 1% 
on the stock. In other words, during these 
two months the company earned one-third 
of the entire year’s dividend of 6%. Sep- 
tember should be another good month, and 
it would not be surprising if by the middle 
of October the company had earned half of 
the year’s dividend. Brooklyn Rapid Transit 
now has its Manhattan subway opened as 
far as 14th street. It is expected that by 
the end of October this line will be up to 
34th street and by the end of the year, if 
things move smoothly, this line should be 
finished to 42d street. 


Columbia Gas & El.—Mayor Putcha, of 
Cincinnati, has signed the 30-cent gas rate 
ordinance passed by the City Council, fol- 
lowing the rejection by the voters of the 
35-cent rate ordinance. The ordinance is 
effective Sept. 19. It is announced that the 
Union Gas & Electric Co., subsidiary to the 
Columbia Co., will appeal to the Ohio Pub- 
lic Utilities Commission to decide upon a 
temporary rate pending final decision. 


Commonwealth Power Ry. & Lt.—This 
company will be favored by the location of 
two National Army cantonments on the lines 
of subsidiaries. The Battle Creek, Mich., 
camp will utilize both power and electric 
railway service. About 40,000 men will be 
in the camp, and it is estimated that traffic 
will increase about 50% on the local trolleys. 
Some freight service will also be given. An- 
other cantonment located at Rockford, III. 
will be served by the trolley company there. 
About 40,000 men will be in this camp also. 
These two cantonments are now practically 
completed and have been among the few all 
ready at the time called for. While there 
is some outlay necessary to supply the 


power service, the cost is comparatively 
small and no more than would be spent on 
securing regular commercial business. The 
Government does not make a definite term 
contract, but it is generally recognized that 
the cantonments will be in service during 
the war, or at least two years, and possibly 
permanently. 


cy ee report issued by the 
New York First District Public Service 
Commission Sept. 13, 1917, shows passenger 
traffic on the lines operated by this company. 
in June, as follows: Passengers carried on all 
lines totaled 61,337,284, as compared with 56,- 
457,936 in June, 1916, an increase of 4,880,348. 
Subway traffic of 33,456,523 passengers, com- 
pared with 30,209,924 in June, 1916, an increase 
of 3,246,600. Passenger traffic on the elevated 
division totaled 27,880,761, compared with 26,- 
248,013 in June, 1916, an increase of 1,632,748. 


Pacific Gas & El.—The New York Stock 
Exchange Sept. 10, 1917, announced that ap- 
plication had been made to list $3,060,000 
additional general and refunding bonds of 
this company. The company has filed with 
the California Railroad Commission an ap- 
plication to raise its rates for gas in San 
Jose by reducing the heating value of the 
gas from 600 British thermal units to 550 
units, and advancing charges. The company 
is losing money at the present gas rates 
in San Jose, largely on account of the ad- 
vance of the price of oil from 87 cents a 
barrel, and the increased cost of labor and 
materials. The company stated its net in- 
come for the year beginning Sept. 1, 1917, 
at the present rate, will not exceed 2.17% 
on the actual physical value of its property 
used in the gas business. 


Republic Ry. & Lt.—Subsidiaries have 
filed a new schedule applicable to power 
customers, carrying an increase of prac- 
tically 20% over prior existing schedules. 
This new schedule is based on the present 
cost of coal and is an addition to the pre- 
vious increases already granted. The new 
rates cover both the Ohio and Pennsylvania 
territory of the Republic Ry. & Light Co. 
and will apply upon the power business be- 
ginning in September. 


Sierra & San Francisco Power.—The Cali- 
fornia Railroad Commission has authorized 
the Yosemite Power Co. to sell to the Sierra 
& San Francisco Power Co., for about $450,- 
000, its electric production, transmission and 
distribution of property and utility business 
known as the La Grange Division. The 
property consists of a water right on the 
Tuolumne River, near Indian Bar, a water 
conduit 17 miles long, a 900-kilowatt hydro- 
electric plant at La Grange, a transmission 
and distribution system, and the electric 
lighting and industrial power business in 
Stanislaus County. The Yosemite Power 
Co. wanted to sell this property because of 
difficulties in obtaining funds to extend its 
line and develop new business. 
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Public Utility Inquiries 





American Telephone vs. Bethlehem Steel 
New Pfd. 

R. D. M., Lakewood, N. J.—American Tele- 
phone & Telegraph is a seasoned investment 
stock, and with a return to peace it ought to 
be in favor, whereas Bethlehem Steel, pre- 
ferred, may, on account of its unseasoned char- 
acter, be affected by a decline in earnings of 
the corporation following peace. From that 
standpoint we consider the stock less attractive 
as an out and out investment now than Ameri- 
can Telephone, but of course its shortcomings 
in stability of price are offset by the specula- 
tive appeal it carries. For the present we think 
you would do just as well to defer switching 
in the expectation that you may be able to sell 
your American Telephone somewhat above the 
current market level and possibly buy Bethle- 
hem .Steel, preferred, later on at a somewhat 
lower level. 





& Electrics 
Temporary. 

R. A. C., Peoria, I1l—Columbia Gas & Elec- 
tric has been showing very good earnings, due 
principally to the fact that it now participates 
in the earnings of the United Fuel Gas Co. of 
whose stock it controls 51%. The United 
Fuel Gas Co. has become suddenly prosperous 
through the increased sale of gas and oil, 
and through the sale of casing-head gasoline. 
The conditions of demand for these products 
are somewhat abnormal, and we do not think 
this company’s earnings will continue at any- 
thing like the present rate. The Columbia Gas 
& Electric Co.'s utility properties are suffering 
because of the very greatly increased costs of 
operation, due to higher fuel, labor, material 
and supply costs. On the whole we do not 

- regard Columbia Gas & Electric stock favor- 
ably. The company is heavily over-capitalized, 
and its past record is not one to be altogether 
proud of. We are inclined to regard the in- 
auguration of dividends as far from conserva- 
tive for the company should put a whole lot 
of money back into the property before it is 
firmly established on a basis, which will in- 
sure its being able to weather a period of de- 
pression. 


Columbia Gas Prosperity 


Interborough Common a Long Way from 
Dividends. 

L. S. D., Wausau, Wis.—Interborough Con- 
solidated has been depressed specifically be- 
cause of the fear that the dividend on the pre- 
ferred stock of the company will have to be re- 
duced sooner or later following the opening of 
the new subways. There has never been much 
of a prospect for dividends on the common stock 
within a period of four. or five years. Not only 
have the operating costs of the Interborough 
risen very rapidly within the past year, but it is 
a foregone conclusion that the ratio of expenses 
to gross will be further increased when the 
new subway system is opened. That system 
is not expected to become self-supporting, or 
at least to show any surplus earnings for sev- 
eral years after it is put in operation. In this 
connection it may be pointed out that the expen- 
ditures of the company already made and con- 
templated for the new line show an increase 
of $15,367,833 over what the company pro- 
posed to spend in 1913. Part of this sum is 
represented by new work, and ‘part by in- 
creased costs which the company testified have 
been incurred in elevated third-tracking and 
extension work. Estimates as of January 6, 
1913, it appeared from the testimony before 
the Public Service Commission, were to 
amount for this work to $26,953,702. 

Under the circumstances we cannot regard 
the stock as a desirable purchase even as a 
speculation at the present time. As for its sell- 
ing at 50 within the next two years, that is a 
remote possibility, which will be made all the 
more remote the longer the war continues, 
for a continuation of the war may mean that 
more depressing factors will be brought into 
play in the stock market, and especially in the 
public utilities. 

There is one bullish possibility for Inter- 
borough, but if the most optimistic expecta- 
tions with regard to an increase in fares are 
realized, the effect on earnings will not be 
important enough to warrant any considerable 
advance in the common stock of the Inter- 
borough corporation. 








SUGGESTIONS IN REGARD TO 


INQUIRIES 


The very heavy volume of inquiries which this publication is now receiving makes it nec- 
essary to ask our subscribers to co-operate with us in order that we may maintain and improve 
the high quality of service which the Investors’ Personal Service Department renders to our read- 


ers. We therefore suggest that: 


(1) Not more than two or three inquiries be submitted at one time. 
list of securities asking for an a on each. The careful manner in 
ersonal Service Department hand 


scriber sends in a lon 
which the Investors’ 


Occasionally a sub- 


es its inquiries makes it impossible to 


give such inquiries the immediate attention necessary, without slighting other inquirers. 
(2) Write all inquiries on a separate sheet of paper, which should bear the writer’s name 


and address. 


(3) Enclose stamp or stamped and addressed envelope. 

The above suggestions are drawn up for the benefit and protection of our readers and 
those inquiries which conform with them will receive first attention. 

When a reader wishes a special investigation or a special analysis of a security or a subject 


we shall be pleased to submit an estimate of the 


special charge for such work. 
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MINING AND OIL 








The Qil-Flotation Fight 


Millions Involved in the Contest for Control of the Patents 
Covering One of the Most Important Mining Develop- 
ments of the Century — How It Affects Values of 


Mining Securities 








By “_* 





{The tremendous importance of the development of the oil-flotation process to the mining 
industry and to mining securities is not generally appreciated by the layman because of its 


highly complicated and technical character. 


We sought the man who has made a profound 


study of this subject and asked him to present it to our readers in a concise and understandable 
way. This he agreed to do but requested for business reasons, since considerable bitterness 
has developed in the patents controversy, that we do not publish his name.—Editor.] 


ONCENTRATION and flotation 

are words that mean very 
little to the man not closely 
familiar with hydrometal- 
lurgy, but the processes they represent 
are full of interest to the investor in 
mining and metallurgical securities, at 
least insofar as the results secured 
through them are concerned. Basically 
both processes are extremely simple, 
although complex in operation and de- 
tail, and no great effort is necessary to 
put anyone in possession of a practical 
working knowledge of what the words 
mean. 





Explaining Flotation 


Most metals occur in their ores in 
combination with other elements. 
Sometimes the other elements are 
metals too, like iron. Sometimes they 
are non-metals, like sulphur, arsenic, 
etc., but most frequently they are a 
mixture of both. Most of these com- 
binations, known as minerals, are 
heavier than the gangue, or valueless 
siliceous portion of the ore—by far 
the greater portion. Because of this 
difference in specific gravity the valu- 
able mineral can be separated from the 
worthless gangue by taking advantage 
of the difference of their rate of sink- 
ing in water. That is gravity concen- 
tration. There is no patent on it and 
it has been practiced for ages on ores 
of gold, silver, copper, lead, zinc and 
other metals. 


If a particle of mineral be coated with 
a very thin film of certain kinds of oil 
that have the property of forming a 
froth or foam when stirred, the valu- 
able mineral will float in the froth and 
can be skimmed off, while the worth- 
less gangue will not act in the same 
way, but will sink through the water 
and can be drawn off separately from 
the valuable portion. That is flota- 
tion. It is “concentration upside 
down.” The principles of flotation 
are stated here in a very elemental 
way and are, in practice and theory, 
subject to many “ifs” and “ands,” but 
it is the simplest way of giving a gen- 
eral idea of the subject. 

Froth flotation with oil has a great 
many advantages over gravity con- 
centration, but they all focus on cost 
and efficiency, upon which flotation 
has general advantages on both 
points in a great many cases, although 
there are many ores that are better 
treated by gravity concentration alone 
and many more that give best results 
through a combination of the two. 


Minerals Separation, Ltd. 


So far the subject is one of tech- 
nics, but unfortunately there are 
patent complications. One company, 
Minerals Separation, Ltd., a British 
concern, and Minerals Separation, 
American Corporation, its American 
subsidiary, own patents that. they 
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claim entitle them to payment for all 
uses of the process. This situation in- 
volves the matter of royalty pay- 
ments, great or small, or no royalty 
payments. Consequently the cost of 
operating the process and the profits 
obtained and, finally, the dividends 
paid by the operating companies are 
affected, and here is where the in- 
vestor’s interests are touched. 

The oil-froth flotation process is 
not the result of one direct invention, 
but is rather a system of treatment 
that has been built up, step by step, 
through the work of many years by 
many workers, the accumulated re- 
sult of which is now the subject of 
legal battles. It is true, however, that 
until recent years the results obtained 
through oil flotation were not of great 
practical value. A short time ago, 
however, technical attention was at- 
tracted to the subject and workable 
methods were soon devised. In 1913, 
1914 and 1915 the use of the process 
spread with great rapidity, its adop- 
tion for the treatment of metal-bear- 
ing ores having been accomplished 
with a rapidity unprecedented in the 
history of mining. It is difficult to 
say with any claim to authority, how 
many tons are now being treated by 
the process, even in the United States 
alone, for operators have been most 
reticent. It is certain, however, that 
it reaches many millions of tons 
yearly. One group of large operators 
is using it at the rate of nearly two 
millions tons yearly. The Anaconda 
Copper Mining Company, one of our 
greatest mining companies, is using 
the process, and so is the Inspiration 
Consolidated and many others. Some 
are using the process under license and 
others are operating without regard to 
patents. 


Basis of Claims 


The claim of Minerals Separation to 
ownership of the froth-flotation proc- 
ess is based principally upon the 
United States patent No. 835120, 
granted Nov. 6, 1906, to Sulman, 
Picard and Ballot, although the com- 
pany owns other important patents, 


including those of Froment and 
Hoover. The legal campaigns have 
centered about the attacks of Minerals 
Separation on James M. Hyde, who in- 
stalled the process at the Butte & Su- 
perior property, at Butte, Montana, 
the first large-scale operation of flota- 
tion in America. 

Hyde was formerly in the employ 
of Minerals Separation or its predec- 
essor, and was sent to America to ex- 
ploit the process. He met with little 
success, however, and left its employ 
to do work on his own account. He 
succeeded in interesting the owners 
of Butte and Superior, and after con- 
siderable experiment worked out a 
system applicable to those ores. The 
process was then put into large scale 
operation and Butte & Superior has 
been using it ever since. 

To avoid confusion it ought to be 
stated that there are several flotation 
systems. One, depending on surface 
tension alone and not using any oil, is 
typified by the Wood and Macquisten 
processes. Then there is the Elmore 
bulk-oil process, depending on the 
buoyancy of oil alone, the Elmore 
vacuum system, the deBavay process 
and others. These systems are prac- 
tical and some of them are in use, but 
the great volume of flotation is by the 
oil-froth system and it is this that the 
legal battles are over. 


Sulman-Picard-Ballot Patent 


The Sulman-Picard-Ballot patent 
claimed the discovery of the use of 
oils in extremely small quantities, pro- 
ducing results that is said could not be 
had in any other way. In support of 
this contention the Minerals Separa- 
tion case against Hyde was carried up 
to the Supreme Court of the United 
States. Here, on December 11, 1916, 
the now famous decision was rendered. 
It was decided that the use of minute 
quantities of oils to successfully accom- 
plish the results desired was a dis- 
covery. The court, however, allowed 
as valid only those claims in which the 
quantity of oil used was specifically 
fixed, the amount being placed at less 
than one per cent upon the dry weight 
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of the ore used, and did not allow those 
claims in which no definite quantity 
was named, since some of the claims 
provided for the use of oil in “small 
quantities.” Quoting from the opinion 
of the court, expressed by Mr. Justice 
Clark: 
Court Ruling 


“While we thus find in favor of the 
validity of the patent, we cannot agree 
with the District Court in finding it 
valid as to all of the claims in suit. As 
we have pointed out in this opinion, 
there were many investigators at work 
in this field to which the process in suit 
relates when the patentees came into 
it, and it was while engaged in a study 
of prior kindred processes that their 
discovery was made. While the evi- 
dence in the case makes it clear that 
they discovered the final step which 
converted experimént into solution, 
“turned failure into success,” yet the 
investigations preceding were so in- 
forming that this final step was not a 
long one and the patent must be con- 
fined to the results obtained by the use 
of oil within the proportions often de- 
scribed in the testimony and in the 
claims of the patent as ‘critical pro- 
portions,’ ‘amounting to a fraction of 
one per cent on the ore,’ and therefore 
the decree of the court will be that the 
patent is valid as to claims No. 1, 2, 3, 
5, 6, 7 and 12, and that the defendant 
infringed these claims, but that it is 
invalid as to claims 9, 10 and 11. 
Claims No. 4, 8 and 13 were not con- 
sidered in the decrees of the two lower 
courts and are not at issue in this pro- 
ceeding.” 

It is worthy of note that the claims 
declared invalid mentioned the amount 
of oil to be used as “a small quantity,” 
and were not specific, while the claims 
declared valid all specified less than 
one per cent of oil. It is true that the 
question of the kind and duration of 
agitation figured to some extent, but 
for the purposes of this discussion that 
matter is not an essential. The whole 
thing centers around the amount of 
oil used. 

Immediately upon the rendering of 


-the additional oil used. 


this decision, the Butte & Superior 
company discontinued the use of oils 
in the quantity declared by the court 
to infringe the Minerals Separation 
patents, and used flotation with more 
than one per cent of oil. They believed 
that in this way they had avoided in- 
fringement according to the plain state- 
ment of the Supreme Court. Com- 
mercially successful results were ob- 
tained, the different quantity of oil used 
seeming not to make any great differ- 
ence in results, except for the cost of 
The results 
were poorer at first than they were 
later, but the improvement seemed 
continual. Other operators, too, tak- 
ing their cue from the court decision 
experimented with larger quantities of 
oil and some of them found that they 
could get better results in that way. 


Minerals Separation Not Satisfied 
with Decision 


Although the decision of the court 
seemed clear enough, Minerals Separa- 
tion was not satisfied with it. It com- 
menced suit against Butte & Superior, 
after first having disclaimed including 
in its patent “any process of concen- 
trating powdered ores except where 
the results obtained are the results ob- 
tained by the use of oil in quantity 
amounting to a fraction of one per cent 
on the ore.” In other words, after 
maintaining that proper results could 
not be obtained by the use of greater 
quantities of oil than one per cent, the 
company proceeded to admit that they 
could be obtained and that such 
processes infringed its rights. The 
case against the Butte & Superior was 
tried this spring and a decision has only 
recently been rendered. In a long and 
involved explanation, the Judge, after 
referring to the intention of the dis- 
claimer as “more ingenious than 
sound” proceeded to find that the 
patent was valid as to all claims in- 
volved. Probably the matter will not 
be allowed to rest here. There is suffi- 
cient uncertainty to make it almost 
sure that the courts will hear a good 
deal more of the subject. 
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A Logical Question 


The natural question for an outsider 
to ask, having in view the expensive 
litigation that has lasted for so many 
years, and promises to last many more, 
is, why did not the operating compa- 
nies agree to pay a reasonable royalty 
for the use of Minerals Separation’s 
patents? To such a question the op- 
posing companies reply that the royal- 
ties asked are not reasonable. It is 
said that Minerals Separation has, at 
least in some cases, required a royalty 
upon the total tonnage of ore treated, 
even where only a small portion of the 
whole is benefited by flotation. In 
addition it is said that Minerals Separa- 
tion’s contract stipulates that any im- 
provements discovered or developed by 
a licensee shall belong to the licensing 
company. And there is something 
more than a suspicion that Minerals 
Separation desires to exact punitive 
payments from operating companies 
that have not been ready to recognize 
its jurisdiction. 

In its earlier days, so say its oppo- 
nents, Minerals Separation adopted an 
extremely arrogant policy, insisting 
upon supplying its own engineers to 
install the process and refusing to let 
anyone else have anything to do with 
it. By the practice of such policies 
Minerals Separation antagonized the 
mining industry and provided itself 
with an unenviable reputation that it 
is finding hard to overcome. 

It is announced, too, by the oppo- 
nents of Minerals Separation that out- 
side metallurgists have done much 
more than the patentees themselves to 
develop the process and make a suc- 
cess of it. This seems to be true, for 
the metallurgists of Broken Hill, and 
other Australian properties, those. of 
Butte and Superior, of the Utah Cop- 
per, of Ray, of Inspiration, of many of 
the large*copper, zinc and lead compa- 
nies have done remarkable metallurgi- 
cal work, and it seems hardly fair that 
Minerals Separation should have the 
sole benefit of it. 


A Fair Summary 
On the other hand it is true that the 


Minerals Separation patent supplied an 
important step in the development of 
flotation, and ought to have some bene- 
fit from it. The development of that 
step was an undoubted service to the 
industry, and one that it was glad 
enough to make use of, and to improve 
upon. But it was not a revolutionary 
step. It was one of development, and 
would clearly have been taken by 
others very soon if, indeed, as is 
strongly asserted, it had not already 
been indicated by other experimenters 
at the time when Minerals Separation’s 
patents were granted. 

The whole situation would be im- 
measurably improved by a frank con- 
ference between Minerals Separation 
and its opponents with the object of 
reaching a conclusion fair to both. 
Litigation will neve: satisfy the ex- 
pert operator since, according to legal 
procedure, it is necessary to attempt 
such an impossibility as instructing a 
court of laymen in the time of an ordi- 
nary trial in a science that has taken 
generations to develop and an ordinary 
lifetime to understand. Whatever it 
may be in theory, in practice the effect 
of patent causes is to consider all 
scientists liars until an uninformed 
court selects what it considers to be 
the truth from between the two par- 
ties in suit. 


Effect on Security Values 


Without going further into the mat- 
ter of legal argument, which is often 
exceedingly annoying to ordinary rea- 
son, the effect of the discussion upon 
the actual value of mining properties 
is to be considered. An extremely im- 
portant factor to be borne in mind, and 
one that does not seem to be as widely 
known as it ought to be, is that legal 
decisions are not going to be quite so 
disturbing as is ordinarily considered. 
This is because a great many opera- 
tors are already operating under li- 
cense from Minerals Separation. An 
agreement has been made between the 
Anaconda Copper Mining Co., our 
greatest copper producing company, 
and Minerals Separation, the agree- 
ment including the Inspiration Con- 
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solidated Copper Co. and, if desired, the 
Greene Cananea, Arizona Copper, Calu- 
met and Arizona and the Consolidated 
Copper Mines Co. In addition there 
are. many other companies operating 
under license, some of them large and 
important producers. The principal 
opponents of Minerals Separation are 
the companies comprising what may be 
called the Hayden, Stone-Jackling 
group, including Butte & Superior, 
Utah Copper, Nevada Consolidated, 
Ray and Chino. There are others, of 
course, taking part with them, so that 
the unlicensed group is usually con- 
sidered to be much larger than the li- 
censed one. 
Anaconda’s Contract 


It is popularly believed that Min- 
erals Separation has not treated its li- 
censees uniformly. Some cases are re- 
ported in which royalty demands have 
been quite large, while in other known 
cases the charges have been most rea- 
sonable. It is said that a mine pro- 
ducing a very complex lead-zinc ore 
was asked to pay two cents per unit on 
the zinc in its concentrates for all over 
8 per cent, one cent per ounce for silver 
and two cents per unit for lead for all 
over 5 per cent. The lead product was 
charged for at 2 cents per unit, over 5 
per cent, of lead in concentrates, and 
2% per cent of the gross value of silver 
and all other metals. It will be readily 
seen that such payments might run 
into prohibitive sums in some cases. 

On the other hand, Anaconda’s con- 
tract seems to call for only moderate 
payments. As published the contract 
provides for payment for tonnages 
treated by both Anaconda and Inspira- 
tion upon this basis: At the rate of 12 
cents for each short ton treated when 
such tonnage is less 4000 tons per day ; 
ten cents per ton between 4000 and 6000 
tons per day; nine cents between 6000 


and 10,000 tons per day ; eight cents be- 
tween 15,000 and 30,000 tons per day 
and four cents for any tonnage over 
30,000 per day. The rate was to be 
computed upon the tonnage treated by 
Anaconda, Inspiration, and such others 
as should have their daily tonnage 
brought within the agreement. 

In the final analysis it seems that 
there is little likelihood of any general 
demoralization of the industry through 
payments for flotation royalties. Large 
payments as damages from companies 
that have defied Minerals’ Separation 
might possibly be proposed, but even if 
they were admitted by the courts, 
which seems unlikely, not very many 
companies would be seriously hurt. It 
is not likely that the leaders in Minerals 
Separation, who must be considered as 
intelligent human beings, are going to 
try to penalize everybody who has 
failed to agree with them. Such a 
course would be extremely poor busi- 
ness and would result in extraordinary 
efforts to find a new process or varia- 
tion that would be entirely outside the 
patents. Such will come into practice 
some day anyhow, and if Minerals 
Separation intends to antagonize the 
entire industry it will come soon. It 
is probable that its leaders will try to 
encourage the use of their patents 
rather than attempt to murder any at- 
tempt to profit by it. 


Conclusion 


Those few companies that have been 
openly making the fight against Min- 
erals Separation may regret it, or they 
may not, for the fight is not yet over. 
Those who have succeeded in securing 
reasonable royalty terms are in no 
danger of any kind. It is not clear, at 
this time, why there should be any 
great reduction of mining incomes be- 
cause of flotation patents. 








Managing Editor, The Magazine of Wall Street: 


You ask me for my frank opinion of your magazine. 


I am pleased to say 


that I am always interested in the articles contained therein, and believe that 
the progressive spirit evinced is of great value both to financiers and to the 


investing public. Yours very truly, 


H. B. BAKER, Vice-President National City Bank. 























Alaska Gold.—This company in August 
milled 179,150 tons of ore averaging $0.994 per 
ton. The per cent. of extraction was 80.38, 
and loss in tailings 19.5 cents per ton. Due to 
shortage of labor, no development work was 
attempted and ore already broken in stopes 
most accessible was used. This accounts for 
lower heads, as the average of the ore broken 
in stopes now is $1.16. 


Amer. Smelt. & Ref.—For the first time 
in three years or more, the company is enjoy- 
ing a net income from its Mexican properties. 
All the mines and smelters in Mexico owned 
by the company are now operating, except 
those at, or adjacent to, Chihuahua, and those 
at Valardina. Work is carried on under 
many difficulties, and only to a limited extent 
as yet. The Government of Mexico is most 
anxious to have the company succeed, and 
laborers are more than willing to work. They 
are suffering, however, to even greater ex- 
tent, comparatively, than the inhabitants of the 
United States on account of the high cost of 
living. It is estimated that the cost of neces- 
sities in Mexico is at the present time six times 
greater than during the period preceding the 
revolution. To meet this situation, the com- 
pany is importing and selling such necessi- 
ties to laborers at cost, or lower, and has 
largely increased wages paid. The greatest 
dificulty encountered is that of transportation. 
To overcome this, the company has purchased 
the necessary cars and locomotives, and is 
managing, under the permission of the Mexi- 
can Government, its own railroad transporta- 
tion. Income from smelting, refining and min- 
ing properties, for the 6 months’ period, to- 
gether with miscellaneous earnings, amounted 
to $18,757,899, being an increase over similar 
earnings for the first half of the calendar 
year of 1916 of $5,528,840. From this sum the 
usual various general expense items have been 
deducted and an amount to cover the estimated 
Federal income and excess profits tax, as ap- 
plied to the earnings of the company for the 
period covered by this report. 


Anaconda—A mass meeting of labor 
union men from Butte, Anaconda and Great 
Falls held at Anaconda, Sept. 11, voted unani- 
mously to return to work and prospects are 
that Anaconda properties will reopen in a few 
days. A large majority of miners locked out 
in Butte when smeltermen at Anaconda went 
on strike are anxious to return to work. The 
company announced that it would resume op- 
erations at smelters and mines Sept. 17 with 
all forces available. Striking miners in Butte 
with whom the company still refuses to deal 
declare they will not go back until further 
demands for flat wage of $6 and abolition of 
rustling cards are granted. It is expected the 
mines will again be able to work with about 
one-third of normal force. 


Braden Copper.—This company reports 
August production as 4,512,000 Ibs. of copper, 
compared with 6,050,000 in July and 5,002,000 
in June, 1917, and 2,616,000 in August, 1916. 





Mining Notes 





—————— 





This is a considerable falling off from the 
July figures, but in this connection it is pointed 
out that there is nothing unusual about the 
month’s decrease, since July, along with May, 
the high record month, were unusual ones as 
regards mine output. 


Calumet & Hecla.—Is conducting negotia- 
tions with the Minerals Separation Co. concern- 
ing royalties to be named when final and com- 
plete vindication is had in the courts concerning 
the validity of the patents. The Calumet 
& Hecla and its subsidiary, the White Pine 
Copper Co., have been securing a recovery of 
70% of the copper contained in the material 
treated. This material includes slimes from 
the Lake and from mined rock—about equally 
divided between the two. The Minerals Sepa- 
ration Co, has had its representative in the 
Lake district for eight months. Pres. Ballot 
was in Houghton, Mich, early in September. 
It is believed he carried back with him con- 
tracts to be signed in Boston, but that the 
terms are still a matter of negotiation. The 
Calumet & Hecla interests take the position 
that for the relatively small amount of mate- 
rial to be treated the Separation Co. is dis- 
posed to demand royalties much “heavier than 
the traffic will bear.” 


Chile Copper.—The syndicate which un- 
derwrote the $35,000,000 Chile Copper collat- 
eral trust and convertible 6s has been dissolved 
with the syndicate members called upon to take 
up about 95% of the issue. 


East Butte.—Resumed smelter operations 
after a shut-down of a month and a half due 
to labor troubles. The production.for the last 
20 days of August, during which the smelter 
was in operation, amounted to 1,676,360 Ibs. 
In July the smelter was closed: In August, 
1916, production totaled 1,894,120 Ibs. 


Kerr Lake.—This company reported Au- 
gust production of silver as 200,855 ounces, 
This compares with 189,392 ounces in July, 
251,367 in June, and with an average of 215,- 
500 for the 12 months ended Aug. 31, 1917. 


Kennecott.—This company reported Au- 
gust production as 7,048,000 Ibs. of copper, 
compared with 3,590,000 in July and 5,848,000 
in June, 1917, and 10,200,000 in August, 1916. 
The production figures for August are on a 
par with production for the first three months 
of 1917, indicating that the corporation has 
made substantial progress in recovering from 
the strike which began on June 18 and ended 
July 7. The Alaska properties are practically 
running at normal capacity, and Kennecott of- 
ficials see no reason why mine output should 
not continue at high levels. 


Magma Copper.— Officially announces 
making a big strike on the 1600 ft. level. It 
is stated that cross-cut on this level is just en- 
tering vein and that first 7 ft. contain 24% 
copper, next 4% ft., 12% copper with the face 
of the cross-cut in ore assaying over 12% cop- 
per. This is a record average. 
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position to turn wut a normal yield of around 
5,000,000 Ibs. of «opper. The effect of the re- 
straining order f rbidding Miami from using 
any of the patei.icd processes of the Minerals 
Separation Co. upon the company’s produc- 
tion remains to be seen. Following institution 
of the suit by Minerals Separation the Miami 
Co., it is understood, made alterations at its 
mill in the flotation apparatus whereby it 
claims to have eliminated infringement. 
Whether the court adopts a similar view is 
a matter of speculation. 


Nipissing Mines Co., Ltd.—Has been in- 
corporated in Ontario, Canada, with $6,000,000 
capital, to own and control the Nipissing Min- 
ing Co., Ltd., and to exercise the functions of 
the Nipissing Mines Co. of Maine. The Maine 
corporation will be dissolved after all its busi- 
ness and assets have been transferred to the 
newly organized company. The new Ontario 
concern will issue its certificates, share for 
share for those of the existing company, and, 
so far as the stockholder is concerned, noth- 
ing will transpire except for him to send in 
his certificates for exchange at a time to be 
designated by the. management. It is under- 
stood that Nipissing has shared well in the 
advance in silver through sales made at top 
prices. Many of these transactions have taken 
place on a basis of Vancouver prices or 
several cents an ounce over the New York 
quotation. Part of the premium would be 
needed to cover extra cost of transporta- 
tion across the continent, but much of it would 
accrue to profits. Dollar silver means that 
Nipissing has in reserve $9,000,000 in gross 
values against $4,500,000 when silver was 
at 50 cents an ounce. At a cost of 30 cents 
an ounce the maintenance of dollar silver 
would add $6,300,000 to net profits from the 9,- 
000,000 ounces'‘now known to be below ground. 


Osceola Consolidated.—Shaft No. 4, North 
Kearsarge, has resumed operations after a 
short shutdown, during which the steam en- 
gine in the rock house was replaced by an 
electric motor and another Farrell crusher is 
in operation, This shaft continues in a grade 
of rock which is very low in copper, not much 
better than that which is secured from the 
old Osceola lode. 


Rex Consolidated—This company an- 
nounced that stockholders were requested to 
have certificates of stock placed in their names 
so that they will receive notice of a special 
stockholders’ meeting, and information regard- 
ing plans recommended by the directors which 
will give stockholders important rights. 


Shattuck Arizona.—This company’s 
monthly output under normal conditions has 
averaged about 1,500,000 Ibs. August’s in- 
crease of 439,596 Ibs., or 214%, over the pro- 
duction of July, reflects the improvement in 
the labor situation at Bisbee, but the output 
is still only 43% of the normal average, and 
is 1,054, Ibs. below the output of August, 
1916. The latter, however, was the banner 
month of Shattuck’s production, At the offices 
of the company it was stated that conditions 


at the mines continue to manifes: a slow but 
steady improvement. 


Tonopah Extension.— Profits in July 
dropped to $32,953, versus $42,694 in June, 
$30,021 in May, $34,248 in April, and over 
$40,000 monthly in the first quarter of the year. 
Average profits for four months to Aug. 1 
were at the rate of 33 cents a share per annum 
on 1,282,801 issued shares. High silver prices 
appear not to have helped the company, or 
rather not to have counterbalanced the decline 
in ore grade and the increased expense of op- 
erations and development work. July profits 
with silver at the highest mark were under 
the average, and with the exception of May 
were the lowest monthly earnings in several 
years. Evidently a price around $2.50 for the 
stock not only discounts $1 silver, but a con- 
siderable improvement in ore grade as well. 


Tonopah Mining—A new turn in the 
affairs of the company dates from Sept. 1, 
when J. E. Spurr, vice-pres. and consulting 
engineer, resigned; and Charles R. Miller, for 
many years a director, and formerly Governor 
of the State of Delaware, assumed the vice- 
presidency of the mining company. The move 
is understood to foreshadow the termination 
of the company’s policy of investigating and 
acquiring new outside properties, and to con- 
centrate attention on the development of those 
already acquired. 


United Eastern——Produced $173,646 in 
gold in August, versus $175,898 in July. Net 
profit figures are not yet available, but are 
expected to be about $120,000, as in July. The 
monthly dividend of 5 cents a share is payable 
Sept. 26 to stock of record Sept. 12 and calls 
for $68,150. The dividend yield is 14% per 
annum with the stock around $4.25. The 
earnings yield 25% per annum. The yields 
are figured on July and August returns in the 
present mill. A mill addition is contemplated. 


United Verde—Copper production by the 
company and United Verde Extension has been 
increased to a total in excess of 130,000,000 
Ibs. a year This has been accomplished 
through increasing capacity at the new smelter 
of the former and heavier shipments of ore 
from the Extension property to custom smelt- 
ers. Until two years ago the United Verde 
property of Senator Clark was the only pro- 
ducer of the Jerome district. The 17-year hunt 
for “pay” ore on the part of the neighboring 
United Verde Extension was finally rewarded. 
It has been the sensation of the copper-produc- 
ing industry in the past two years. At this 
time each of these properties can produce over 
6,000,000 Ibs. of copper monthly. In 1918 the 
Extension company should be in a position to 
handle its ores at its own smelter, now under 
construction. At present this material goes to 
several custom smelters, to the Consolidated 
Arizona Co. and the Copper Queen smelter. 
The outstanding share capital of these com- 
panies differs materially, that of the Clark 
company being 300,000 shares, while the newer 
Extension company has 1,050,000 shares. 
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Psychology of« the International Nickel 
Situation. 


M. B., Rye, N. Y.—Nickel stock is now in 
the hands of the public, and the recent decline 
in the stock has caused serious concern to a 
very large number of people. The broad 
technical position of the stock is still weak, 
and we do not feel that we are warranted in 
concluding that “inside interests” are yet ready 
to re-accumulate the stock on a large scale. 
The psychological moment for that will come 
when the dividend reduction which the present 
low selling price of the stock foreshadows, is 
made. For a long time the stock has been sell- 
ing at a price which reflected apprehension as 
to the maintenance of the present dividend of 
$6 a share per annum. The latest quarterly re- 
port of the company for the period ending June 
30 showed earnings of $1.75 a share compared 
with $1.89 a share earned in the first quarter 
of the year. The report throws important 
light on the excess tax reservation. The re- 
serve for the pending United States tax and 
the actual payment of the Canadian war tax 
was included in the item of “administration 
and general expense,” which amounted to 
$896,367, a sum more than four times the 
same item reported for the corresponding 
quarter last year. The bulk of the increase 
of $673,945 is understood to represent the tax 
expansion. The question of the effect of war 
taxation has been the moot one in determin- 
ing the value of International Nickel stock for 
a long time. It now appears that the taxes 
are reducing earnings available for dividends 
to an uncomfortably small margin over the 
dividend of $1.50 a share quarterly, which has 
been regarded as the regular rate. With the 
possibility of further increases in taxes, it is 
no wonder that the market price of the stock 
reflects the uncertainty over the maintenance 
of the $1.50 quarterly rate. While heretofore 
this company has had a practical monopoly of 
the nickel industry, serious competition is 
threatened by the British-American Nickel 
Co., which is controlled by the British gov- 
ernment. This company has recently made an 
important discovery in the Murray mine, 
where a layer of rich nickel copper ore 80 
feet thick has been discovered that is esti- 
mated to represent an output of 11,000,000 
pounds. 

Obviously, with the situation as it is, it 
would not be advisable for you to cling to the 
stock in the expectation or hope that you 
would be able to “see daylight” any time in 
the near future. There is, however, the im- 
mediate future possibility that the stock will 
rally, due to the fact that it has worked into 
a temporarily strong technical position as a 
result of its recent drastic decline, accom- 
panied as it was by very heavy liquidation and 
short selling. Therefore, we suggest that you 
hold the stock for the time being with the 
idea of taking advantage of any good rally 


above current levels to sell. In the meantime, 
however, you should protect your commitment 
in it with a stop loss order of not more than 
two or three points so that your risk of 
further loss would be limited to that extent in 
the event of a sudden sharp setback in the 
price of the stock owing to unexpectedly ad- 
verse developments. 


Small Chance for Coppers to Reach Last 
Year’s Highs. 


K. C. B., Phila—We sincerely sympathize 
with you in your unfortunate position, but we 
are going to be perfectly frank and tell you 
that we can offer you little encouragement for 
the hope that you will “see daylight” on your 
stocks within any reasonable length of time. 
Evidently you purchased Kennecott and the 
Nevada Consolidated when those stocks were 
at the crest of their sensational speculative 
advances last December. At that time the buy- 
ing of copper stocks generally was of a reck- 
less character. You should have been advised 
to avoid the market altogether at that time, 
and if you were compelled to buy something 
you should have at least been counseled to 
put your money into bonds or into investment 
stocks instead of purely speculative stocks. 

Although your position is one from which 
you cannot reasonably hope to extricate your- 
self without serious loss, we can at least say 
that in the near future you will probably be 
afforded the opportunity of disposing of your 
stocks at somewhat above their current market 
levels. The trend of the market is now 
strongly upward, and before the present ad- 
vancing movement is over we expect the cop- 
per stocks, as a group, to participate in the 
rise. A favorable factor is the fact that the 
price fixed by the government for copper 
metal is quite liberal and above expectations. 
Under the circumstances, the only advice we 
can give you is to hold your stocks for the 
present. In doing so you are incurring the 
risk of a sudden sharp set-back in the market 
which might leave you with even larger paper 
losses than you now have, but since you al- 
ready have such heavy losses, it seems that 
the only sane thing to do is to incur the risk 
for the sake of the possible advantage you 
will gain, by holding. 





Silver Boom Makes Kerr Lake Attractive. 


A. M. C., Butte, Mont.—Kerr Lake is attrac- 
tive for speculation because of the very bullish 
situation now existing in the silver industry, 
with prices at the highest quoted for the white 
metal in the last 25 years. Kerr Lake has a 
very good mine, although the life of the prop- 
erty is indeterminate. Therein lies the specu- 
lativeness of the stock, for if additional ore 
reserves are not found, the mine will cease to 
be a producer within a comparatively short 
time, and the value of the ore now known to 
exist is not great enough to amortize the stock 
at its current quotation. 
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Cosden & Co.—Less than half of the 635,- 
000 shares of Cosden & Co. recently offered 
at $10 a share was taken by stockholders, 
the remainder going to the underwriters. 
This is thought to account for the recent 
weakness in the stock. The company is 
doing a large and profitable business and is 
one around $4 a share on its common 
stock. 


Glenrock Oil.—R. C. Megargel & Co. have 
received the following telegram from Pres. 
R. G. Taylor, of this company: “Glenrock 
Petroleum just brought in largest well in 
Muddy Field, Stray Sand, Section Two.” 


Kentucky Petroleum.—This company, 
which was incorporated in Delaware in Feb- 
ruary, 1917, completed its organization Sept. 
13 with the election of the following di- 
rectors: E. D. Pouch, of Pouch & Co., who 
is president; Le Roy Adams, of Cleveland; 
A. K. Alford, N. A. Chadbourne, Adrian H. 
Larkin, A. J. Stone, E. De Golyer, Arthur 
B. Hatcher and Walter R. Herrick. The 
company has authorized capital stock of 
400,000 shares without par value, of which 
330,000 are outstanding. Announcement was 
made that the company had 52 producing 
wells and owned leases on more than 40,000 
acres of oil land in Kentucky. Other acre- 
age is in Oklahoma and Kansas. 


Merritt Annex.— Was formed in June, 
1917, under Delaware laws, with a capital 
stock of $2,000,000, par value $10 a share, 
fully paid and non-assessable. Of the stock 
50% was issued for the properties turned in 
and the balance was placed in the treasury 
of the company. The company owns jointly 
with the Merritt Oil Corp., a 320-acre lease- 
hold in the Big Muddy Field. The company 
entered into a contract with the Merritt Oil 
Corp. to completely develop this acreage, 
Merritt Annex not being required to partici- 
pate in the cost of drilling operations. All 
costs, however, are to be paid from the sale 
of oil after production has been obtained. 
The expense of all dry holes drilled is to be 
borne entirely by the Merritt Oil Corp. 


Midwest Refining—The action of this 
company’s directors in offering 100,000 
shares of new stock at par to shareholders 
to the extent of 25% of their holdings will 
increase the outstanding capitalization of 
the company to approximately $25,000,000. 
The authorized capital is $50,000,000, so that 
there is left $25,000,000 to be issued when 
and as directors see fit, either by offering 
further privileges to subscribe or by a stock 
dividend. Earnings of Midwest Refining 
Co. are said to be running at the rate of 
over $1,250,000 a month, or $15,000,000 a 
year. Dividends at the present rate of 8% 
on $25,000,000 stock will require $2,000,000 
a year, leaving $13,000,000 to be added to 
surplus. Profit and loss surplus as of Dec. 
31, 1916, was $8,358,187. Therefore, the com- 
pany at the end of 1917 will be in a position 


- change Sept. 


to declare a large stock dividend, if the 


directors desire. 


Monongah Oil.—This company, which was 
incorporated Nov. 16, 1916, in West Vir- 
ginia, has leases on over 1,000 acres in that 
State, on which it has ten producing wells 
with about 50 barrels daily production, 
which is sold to the Eureka Pipe Line Co. 
It is thought that a total of over 150 wells 
will be drilled on the company’s leases 
within a year. The capitalization is $500,- 
000, par $1, with no funded debt. No divi- 
dends have been paid. 


Oil State Refining.—This company, Enid, 
Okla., has been organized with $250,000 
capital; Jno. S. Graham, Marlow, Okla., is 
president; Chas. O. Jaggers, vice-president; 
E. B. Wallace, secretary; Kilgore, 
treasurer; all of First National Bank: Build- 
ing, Chickasha, Okla. 


Price-Hall Petroleum.—This company, in- 
corporated in August, 1916, in West Virginia, 
has $600,000 capital, outstanding $350,000, 
par $1, and no bonds. It owns leases on 
nearly 9,000 acres in West Virginia, on 
which one well producing 1,000,000 cubic 
feet of gas daily, and several wells with 
small oil production, have been brought in 
on a tract expected to accommodate over 
600 wells. No dividends have been paid. 


Producers Oil.—A subsidiary of the Texas 
Co., has brought in a well on the northwest 
quarter of Section 8 in the Big Muddy field 
of Wyoming. The well is located north of 
the property of the Merritt Oil Corp., which 
company is drilling an offset well. 


Sinclair Oil—The New York Stock Ex- 
10, 1917, announced that ap- 
plication had been made to list $20,000,000 
three-year first lien 7% sinking fund notes. 


Standard Oil of Indiana—In 1916 earned 
over 52% on its net capital investment, or 
about 100% on its nominal capitalization of 
$30,000,000, closing the year with a profit 
and loss surplus of over $53,000,000. Divi- 
dends of 3% quarterly were paid during 
1916, or a total of 12% for the year, amount- 
ing to $3,600,000. Quarterly dividends of 3% 
and 3% extra have been paid each quarter 
in 1917, amounting to $5,400,000, as com- 
pared with total dividends for 1916 of $3,- 
600,000. Standard Oil of Indiana has in- 
creased its authorized capitalization of 
$100,000,000, thereby indicating that a capital 
readjustment is contemplated, either in the 
way of a stock dividend or by giving rights 
to subscribe to a new issue of stock. As 
earnings in 1917 are said to be running as 
well as in 1916, it should close the year with 
a profit and loss surplus of more than $70,- 
000,000, or sufficient for the directors to 
issue entire amount of the increased cap- 
italization against it as a stock dividend, if 
they see fit. 
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Oil Inquiries 





Caution Advisable in Buying Wyoming Oils 

K. M. A., Clarkburg, W. Va.—The oil stocks 
you mention are mostly prospective proposi- 
tions in Wyoming and it is very hard to dis- 
criminate between the numerous propositions 


of this kind now being floated as a result of, 


the excitement over Wyoming oil develop- 
ments. There are some good ones, of course, 
but many bad ones. It behooves the outsider 
to exercise extreme caution in investing or 
speculating in such stocks under the condi- 
tions that prevail and we advise you to leave 
them alone, unless you are absolutely sure of 
your ground through a personal knowledge of 
the properties or through a personal acquaint- 
ance with people who do know about them and 
will inform you correctly. Generally speaking, 
it is a poor time to put one’s money into prac- 
tically any oil stocks because of the uncertain 
position and outlook in the oil industry. The 
crest of the boom has been seen, we think. 





Texas Co. as Long Pull 


H. C. C., Phil., Pa—Texas Company’s pros- 
perity has been extraordinary during the past 
two years and its stockholders have benefited 
by the liberal distribution of dividends and 
“extras” in the form of “rights” to subscribe 
to new stock. This company is the leading 
independent oil concern in the business and 
its development and growth has been so mar- 
velous in the past five years that it has at- 
tained to an impregnable position in the busi- 
ness. However, the company is probably now 
on the crest of its present era of prosperity. 
We hardly expect that either the earnings or 
the dividends paid during the next few years 
will establish a record equal to that made 
in 1915 and 1916. For these general reasons 
we think that one who is contemplating a pur- 
chase of the stock for the long pull would do 
well to wait, especially when there are so 
many uncertainties ahead of the market as 
now. If you are a holder of the stock and 
can afford to carry it through a possible 
further decline with the idea of keeping it 
for an indefinite period we recommend that 
you hold it. 





Effect of Peace on Oil Stocks 


E. F. P., Butler, Pa—The question of the 
effect of peace on oil stocks in general is one 
which depends for its answer very largely 
upon a knowledge of what the supply situation 
will be. On the whole we should say that peace 
or not in the near future, the oil stocks witli 
few exceptions, are undesirable investments. 
Most companies which have adequate facilities 
to conduct an export business and which have 
already become established or have gained a 
foothold in foreign markets should be favor- 
ably affected by a return to normal conditions, 
for they will be able to resume the exploitation 
of foreign markets. The peace demand abroad 
for illuminating ail, fuel oil and lubricating oil 
will take the place of the war demand for gas- 
oline and fuel oil. 


No one can tell whether or not crude oil pro- 
duction will rise or fall or remain stationary 
for the next year or two years. But one thing 
is certain, namely that high prices such as now 
prevail have marvelously stimulated the search 
for oil. If precedent is any criterion, the sup- 
ply is bound to be increased sooner or later 
and the increase may be so large as to cause a 
sharp decline in prices. 

It is the heavv demand for gasoline which is 
the principal factor in keeping crude oil prices 
high. With the economies necessitated by the 
war, it is likely that the public will greatly cur- 
tail its consumption of gasoline. On the other 
hand, with peace, there would be a contraction 
in business and industrial activities in this 
country which would be reflected in a lessened 
prosperity and a smaller demand for such semi- 
luxuries as gasoline. 

As for Midwest Refining, the company is al- 
most entirely a producer of gasoline. Its earn- 
ings are enormous now because of the high 
prices for this product and the wide margin 
of profit which the Midwest Co. is in a posi- 
tion to extract on account of the peculiar con- 
ditions existing in Wyoming. We think that 
the company’s prosperity has reached its crest, 
however, and do not believe that the earnings 
will continue at a rate that will justify a sub- 
stantial further advance in the stock. Peace 
would be a bearish factor on this stock. 


Penn Mex. Fuel Outlook 


D. C. M., Atlanta, Ga—The reason for the 
decline in the Penn Mex. Fuel recently has 
been largely technical.. A campaign for the dis- 
tribution of the stock was carried on during 
1915 and 1916 under the favorable influence 
of advancing markets. More recently support 
has been withdrawn, due to the difficulty of 
keeping buying interest stimulated in face of 
poor market conditions, and in face of rather 
disappointing reports, or at least absence of 
favorable reports, concerning the company’s 
operations. The Penn Mex. Fuel Co. undoubt- 
edly has valuable properties in Mexico, but it 
is faced with the difficulty of aggressively de- 
veloping these properties with unsettled con- 
ditions in that country, and also with the 
handicap of a shortage of shipping. The South 
Penn Oil Co. owns 51% of this company’s outs 
standing stock of $10,000,000. The fact that it 
is under the control of one of the largest of the 
former Standard Oil subsidiaries is of itself 
a high recommendation as to the future of 
the company, and we believe the stock has 
big possibilities as a long pull proposition. 
With a return to normal conditions such as 
would permit the company to develop its 
properties and establish a steady outlet for 
its production, there is no question that the 
value of the stock will be enhanced very ma- 
terially. The stock is not now selling high 
at its price of around 38, and we believe it 
a good purchase to hold for a long pull, pro- 
vided you are in a position to tie up your 
money in it, and disregard temporary fluctua- 
tions. 
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Results of the United Drug Merger 


How the New Company Is Faring—1917 Gross and Net 
Earnings—Growth of Retail Business—Status of 
Securities 





By ARTHUR LEONARD 





HILE hardly more than a year 
has elapsed since the reorgan- 
ized United Drug Company ac- 
quired the Riker & Hege- 

man Co., so that the new organiza- 

tion has not yet been able to report for 

a full fiscal year, nevertheless suffi- 

cient time has elapsed to allow a fairly 

good idea as to how the combination is 

going to work out. Before taking u 

that matter, however, it might be ad- 

visable to refresh the reader’s memory 
as to the terms of the merger transac- 
tion. 

It will be recalled that the United 
Drug Co. was incorporated March 29, 
1916, under the laws of Massachusetts, 
succeeding a company with the same 
name, also a Massachusetts corpora- 
tion and taking in the New York or- 
ganization of Riker & Hegeman. 


The Acquisition of Riker & Hegeman 


The new United Drug Company had 
a capitalization as follows: First pre- 
ferred, 7% cumulative stock, par $50, 
$7,500,000 authorized and all outstand- 
ing; second preferred 6% non-cumula- 
tive preferred, par $100, $10,000,000 
authorized and $9,100,000 outstanding ; 
common, par $100, $35,000,000 and 
$20,050,000 outstanding. 

The outstanding United Drug stock, 
under the merger terms, was dis- 
tributed in the following manner: 


lst Preferred Stock 
To "United Drug pfd. stockholders. $2,938,950 


To Riker & Hegeman pfd. st’ckhldrs. 2,147,400 





Total 
2d Preferred Stock 
To United Drug com. stockholders. $5,250,000 


To Riker & Hegeman com. st’khldrs. 3,859,000 
$9,109,000 


eee eee eter eee eee eee eeeeeeee 


Common Stock 
To United Drug com. stockholders. $! 1,250,000 
To Riker & Hegeman com. st’khldrs. 8,800,000 
$20,050,000 
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Treen eee ee eee ee eee ee eee 


Expressed in terms of percentages 
the exchange worked out as follows: 
-—Received in New—\ 

Holders of Ist. Pfd. 2d. Pfd. Com. 
United Drug preferred 

stock, par $50........ 100% 
United Drug com. stock, 

I ee iodinin antes 
Riker & Hegeman pfd. 

stock, par $100....... 
Riker & Hegeman com. 

Oe adecas cocks 43.85% 100% 

On this deal the United Drug stock- 
holders came off with flying colors. 
For their old Ist preferred they receiv- 
ed full par value of the new preferred 
while for their old common stock they 
received 100% in second preferred and 
a nice bonus of 225% in new common. 
The Riker & MHegeman preferred 
stockholders fared equally as well as 
the United preferred stockholders, but 
the common stockholders had to be 
content with 43.85% of their common 
stock in 2d preferred of the new com- 
pany together with 100% in new com- 
mon. 

This transaction is characterized by 
a banker familiar with its details as 
“the equivalent of the Riker & Hege- 
man common shareholders selling out 
for 40 cents on the dollar.” 

Table I, which accompanies this 
article, is the only available income 
statement so far issued by the new 
company and is for the eleven months 
ended December 31 last. It would ap- 
pear to refute the assertion which has 
been made that the new combination 
is somewhat heavily capitalized, for the 
6.67% earned on the common in eleven 
months was at the rate of 7.27% for a 
full twelve months period. If the ex- 
traordinary items which were written 
off were included in the income account 
it would show 3% additional earned on 
the common stock and would give a 
total at the rate of about 10%% 

















RESULTS OF THE UNITED DRUG MERGER 


911 





per annum. I am authoritatively in- 
formed that the amount written off last 
year takes care of practically the en- 
tire expense of the merger and that 
very little more will have to be written 
off for that account. 








TABLE I 
THE NEW UNITED DRUG CO.’S FIRST 
INCOME STATEMENT 


(Eleven Months Period—Feb. 4 to Dec. 31, 1916) 
GN EEE ciate tonssdetiuweesened 33 


Cast CE - GG Giese ccc ncccccoveses 22,277,010 
Net revenue from sales.......... $11,127,856 
Operating expenses ............... 8,057,376 
Operating income .............. $3,070,480 
gee ’ 
We ED Sa vccndectcuesdees $3,202,288 
Deductions— 
ee ene $198,934 
Deprec. of machinery and fixtures. . 305,014 
Doubtful accounts, etc............ 67,104 
*Extraordinary items written off... 616,427 
TE GOR, ccviccdantxas $1,187,479 
Bn DOD causne<abasactocsese $2,014,809 
First preferred divs. (544%)...... $267,033 
Second preferred divs. (444%) 409,905 
ee +$1,337,871 





tEqual to 6.67% earned on $20,050,000 com- 
mon stock. 

*Including items as follows: 
Cost of consolidation with Riker & 

Hegeman Co., i. e., taxes, legal 


RR ee eae Tee $185,274 
Loss of real estate operations re- 

sulting from the consolidation... 89,696 
Merchandise depreciation ........ 300,000 
Loss in Madame Nordica’s Co. (dis- 

Ph ABER eR 20,938 
Loss in The Temperite Co. (dis- 

GEE oddn bes becndvastsedsants 


20,518 





The United Drug Company has been 
rather war-hit than war-prosperons. 
The manufacturing end of the business, 
the old United Drug Co., has had to 
contend with high prices and scarcity 
of raw materials, but the retail end rep- 
resented by upwards of 150 stores in 
all of the important eastern cities has 
been able to more than hold its own. 
On the matter of earnings a director 
stated to the writer: 


“We have been able to show a very 
considerable increase in business done 
so far this year chiefly through the ex- 
pansion of retail operations. When the 
two companies were merged the manu- 
facturing end of the business was 
larger and the profits greater than the 
retail, but the latter has caught up. 
We shall be able to show a satisfac- 
tory increase in net profits but the rea- 
son for that lies, not in larger sales or 
increased margins of profits, but in 
the tremendously greater efficiency and 
economy which has been brought about 
through the amalgamation. The very 
thorough accounting system which the 
Riker & Hegeman Co. was putting 
into effect when we took it over and 
which cost several hundreds of thou- 
sands of dollars, accrues to the bene- 
fit of the United. company. I speak 
conservatively when I estimate. that 
the improved methods of handling ac- 
counts and the economies put into ef- 
fect will mean a saving of in the neigh- 
borhood of $800,000 per annum.” 


Trade-Marks and Good-Will 


It will be noted in Table II that the 
item, “Trade-marks, patents, formulae, 
processes, leaseholds and good-will” 
carried at the very formidable figure of 
$23,496,575, which is nearly $3,500,000 
in excess of the par value of the issued 
common stock. While the size of this 
entry may call for hostile comment and 
certainly justifies the observation that the 
United Drug Co. may truthfully be clas- 
sified as among the “good-will” concerns, 
nevertheless the “proof of the pudding is 
in the eating” and the value of the good- 
will is in its earning power. If the com- 
pany can continue to earn a good return 
on its capitalization that fact will be the 
answer to the accusation of over-capi- 
talization. 

United Drug (Riker-Hegeman) 

The short time which has elapsed 
since the new United Drug Co. took 
over Riker & Hegeman hardly allows 
one to form a hard and fast opinion as 
to the outcome. Developments to 
date, however, vindicate the amalga- 
mation. The company is extending its 
operations in true chain store fashion 








, 
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and in this connection it may be stated 
that there has never been a year in the 
history of the retail companies when 
gross sales have not shown an increase 
over the preceding year. 

Earnings are sufficient to give the 
first and second preferred stocks strong 
ratings and as to the stability of the 
common dividend rate of 5% which 


position. The full results of the 
amalgamation will not be felt for some 
time yet but eventually should mean 
considerably larger net earnings. This, 
in conjunction with the normal increase 
in operations, which there is every 
reason to expect to continue, will 
gradually place the common issue in a 
more and more secure position.” 











TABLE II 
UNITED DRUG CO.S GENERAL BALANCE SHEET, AS OF DECEMBER 31, 1916 
Assets— Liabilities— 
Real estate and buildings owned..... $2,393,042 First preferred stock............... $7,500,000 
Buildings and impts. to leaseholders. 584,193 Second preferred stock............. 9,109,000 
Furniture, fixtures and machinery.. 3,874,304 Common stock ................... 20,050,000 
Stock investments in other cos..... 356,022 Preferred stock of subsidiaries... .. 167,500 
Advances and suspense accounts.... 375,565 Real estate, mortgages and bonds of 
Trade-marks, patents, formulae, proc- + er 637,500 
esses, leaseholds and good-will... 23,496,575 Reserve for depreciation........... 1,505,423 
Cent fate Profit and loss surplus............ 1,410,456 
ie idudaddatinsssétievetsanes $1,356,514 Current Liabilities— 
Accounts receivable ............... 2,748,891 Current accounts payable .......... $1,898,822 
Notes receivable .............++++-+ 79,372 Notes payable by United Drug Co.. 995,000 
Merchandise invent. at cost or less. 8,074,221 Notes pay. by subsidiary companies. 65,000 
Total current assets.............. $12,258,998 Total current liabilities.......... $2,958,822 
SEO OT ee $43,338,701 Er $43,338,701 
Net working capital............... $9,300,176 





was inaugurated in February of the 
current year, a director stated to the 
writer: 

“IT regard the present common rate 
as permanent. Common _ dividends 
were not commenced until the direc- 
tors were of the opinion that they 
could be maintained without interrup- 
tion. We are increasing our business 
monthly and strengthening our cash 


At 72 United Drug common yields 
approximately 7%. The issue has at- 
tractiveness for the long-pull investor. 
One thing must be borne in mind, 
however, and that is that when the 
present abnormal scale of prices re- 
turns to normal all concerns will have 
to execute a heavy writing off on ma- 
terials bought during the high price 
period. 











A LONG PULL INVESTMENT 


An investor who had faith in the future of the mail order business 
and the management of Sears, Roebuck & Co. bought 600 shares of its stock 
back in 1908 when it was selling around $40 a share, the 600 shares 


costing him a little less than $25,000. 


paid, increasing his holdings to 800 shares. 


In 1911 a stock dividend of 3314% was 


Another stock dividend of 50% 


was paid in 1915, which added 400 shares more, making his ownership 1,200 


shares. 


The capital of the company was again increased early this year by a 


25% stock dividend making his present holdings 1,500 shares, upon which cash 


dividends amounting to $8 a share annually are being paid. 


he investor is 


therefore receiving $12,000 a year from his original investment of about $25,000, 
and as Sears-Roebuck stock is quoted around $160 a share, the present market 


value of his stock is $240,000, giving him a 
in addition to the cash dividends received 


the stock.—The Wall Street Journal. 


rofit of $215,000 at market priees 
uring the nine years he has held 























Unlisted Security Notes 





Acme Wire.—Has passed its usual quar- 
terly dividend of 2%, although its net earn- 
ings for the quarter were about double the 
dividend requirements. The officials an- 
nounced that the large increase in the cost 
of materials and transportation difficulties 
required the conservation of the company’s 
cash. 

Davis Mills—Will pay its regular quar- 
terly dividend Sept. 22, to stockholders of 
record Sept. 8. The rate will be 3% and the 
dividend will be the first paid on the capital 
stock of $1,875,000, which includes the in- 
crease made by the stock dividend of 50% 
voted June 4 last. The usual dividend rate 
was 114%; last paid for the first quarter of 
1917. For the fourth quarter of 1916 the divi- 
dend rate was 3%4%, and for the two quarters 
immediately preceding the present quarter, 3% 
each. 


Eastman Kodak.—Has declared an extra 
dividend of 714% on the common stock, 
payable Dec. 1 to holders of record Oct. 31. 
The regular quarterly dividends of 14% on 
the pfd. and 21%4% on the common were also 
declared. They are payable Jan. 2 to stock 
of record Nov. 30. 


Jones Bros. Tea—The Globe Grocery 
Stores and the Grand Union Tea Co., op- 
erated by the Jones Brothers Tea Co., Inc., 
report sales for August of $1,099,866, com- 
pared with $797,893 for the same month of 
1916, a gain of $211,972, or 26.5%. For the 
first eight months of 1917 sales were $7,553,- 
816, against $6,222,052 for the same months 
of 1916, a gain of $1,331,764, or 21.4%, ac- 
cording to Dow, Jones & Co., Sept. 12, 1917. 


Lyall Construction Co—The $1,750,000 
common stock of this company was placed 
on an 8% basis Sept. 10, when a dividend 
of 2% for the quarter ended Sept. 30, 1917, 
was declared. It is semi-officially stated 
that the company has written off the balance 
of the cost of the special plant and equip- 
ment provided to carry out its munitions 
orders. This account, which has risen to 
nearly $1,500,000, was lowered to the extent 
of $625,000 by a sum provided out of the 
earnings of the year ending March 31, 1917. 
The balance of $819,286 is now said to have 
been written off out of the profits of the past 
few months. 


Marathon Tire & Rubber.—Has filed no- 
tice at Columbus, O., of an increase in capi- 
tal stock from $1,000,000 to $1,500,000. 


Marconi Wireless of Canada.—Operating 
profits Sept. 1, 1917, totaled $104,929, which, 
with the balance of $80,815 carried forward 
the previous year, brings the total up to 
$185,745. Total assets amount to $5,836,240, 
of which $5,444,914 represents property. 


Marlin Arms.—Notice has been given to 
holders of the two-year convertible notes of 
the Marlin Arms Corp. that the amount of 
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sinking funds provided under the note agree- 
ment of March 1, 1917, is $225,000 and the 
Marlin-Rockwell Corp., formerly the Marlin 
Arms Corp., will apply such funds on Sept. 
24 to the purchase of the notes to the extent 
that they may be purchased at a price not to 
exceed 105 and accrued interest. 


_ Martin (Glen L.) Co.—Has been organ- 
ized with a capital stock of $2,000,000 to 
build a plant to manufacture airplanes. G. 
L. Martin, formerly vice-president of the 
Wright & Martin Aircraft Co., New York, 
will be general manager and vice-president. 
Charles E. Thompson, president Steel Prod- 
ucts Co., Cleveland, is president. 


Miller Rubber Co.—Holders of common 
stock of record Oct. 15 will be offered the 
right to subscribe at par for new common 
stock to the extent of 20% of their holdings. 
Subscriptions are payable one-half on or be- 
fore Nov. 1, 1917, and one-half on or -before 
May 1, 1918. A stock dividend of not less 
than 20% on the $3,000,000 common stock 
is also to be declared. This action will be 
taken shortly after the annual meeting early 
in 1918, providing conditions at that time 
continue to warrant it. The volume of busi- 
ness for the first seven months of 1917 
shows an increase of about 85% over last 
year. This would mean a volume for the 
entire year of between $10,000,000 and $12,- 
000,000. The company is one of the largest 
manufacturers of automobile tires, drug sun- 
dries, surgical rubber goods, etc. 


N. J. Zinc. —The payment of an extra divi- 
dend of 4% on Sept. 10 to holders of record 
Aug. 31 has been announced. 


Nitrogen Products Co.—A Washington 
dispatch states that the offer of the Nitro- 
gen Products Co. to give the United States 
the right to use in this country the Bucher 
process for production of sodium cyanide 
and ammonia has been accepted and $200,000 
allotted to experiment in industrial develop- 
ment of the process; $100,000 is also made 
available for investigation of processes for 
industrial production of nitrogen compounds 
useful in manufacture of explosives and fer- 
tilizers. 


Nova Scotia Steel & Coal.—For the six 
months ended June 30, 1917, earned, after 
interest on bonds and debenture stock, $1,- 
596,469. This compares with net of $2,104,- 
478 for the entire 1916 year, and is a little 
in excess of the $1,576,743 earned in the 
whole of 1915. After deducting the 4% divi- 
dend for the six months on the $1,000,000 
preferred, there is left a balance applicable 
to the common stock of $20.75 per share. 
This is an annual rate of $41.50. This is 
counting the common stock issue as $7,500,- 
000, which will be increased to $15,000,000 
when the pending financing is completed 
—_ the proposed 20% stock divhiend is 
paid. 

















Tidal Swings of the Stock Market 





By SCRIBNER BROWNE 
(Author of “How te Read the Financial Page,” Etc.) 


II—How Prices Are Made—-What Is Meant by Demand and Supply 


HAT all prices are, under nor- 
mal conditions, regulated by 
the relation between demand 
and supply, is a truism that 

has been impressed upon us from our 

earliest childhood. 

Most economic maxims, however, are 
found to contain some kind of a 
“joker” which greatly modifies their 
definiteness. 

The joker in the supply-and-demand 
truism lies in the words “under nor- 
mal conditions.” The war, especially, 
has shown us the importance of this 
qualification. 

We have all had the opportunity 
during the war to see that a broad 
and general demand on the one hand 
and a broad and general supply on the 
other will result in the establishment 
of prices fairly approximating condi- 
tions—prices such as the law would 
call “reasonable”—but that any varia- 
tion from these “normal conditions” 
of supply and demand affords oppor- 
tunities for the exercise of some de- 
gree of personal control over prices 
by individuals or by groups acting in 
harmony. 





Steel a Typical Stock 


This fact is of special importance in 
considering stock prices. There are 
many stocks for which both demand 
and supply are broad and general. Of 
these U. S. Steel common is the best 
example. So many different people 
own it, either for investment or 
speculation, and there is such a large 
trade in it from day to day, that its 
price is adjusted to changed conditions 
with reasonable promptness. 

The same is often true of a stock in 
which the actual daily trade is small, 
but of which the ownership is widely 
distributed among intelligent  in- 
vestors—such as Union Pacific, for 
example. For several years there has 


been little motive for active specula- 
tion in this stock and daily transfers 
of it have been comparatively small. 
Nevertheless, so many investors are 
watching .it that its price closely 
approximates the investment condi- 
tions which might be expected to con- 
trol it under economic laws. 


Small Floating Supply 


On the other hand, there are many 
other stocks of which the “floating 
supply” is small and for the most part 
concentrated in the hands of a few 
persons. It is quite obvious that those 
persons can if they wish, or if they 
find it profitable, or if they imagine it 
will be profitable, establish for such a 
stock a price higher or lower than 
would naturally be warranted by the 
investment conditions affecting it. 

This would do no harm if the pub- 
lic would refuse to buy such a stock 
at artificially high prices or to sell it 
at artificially low prices; but the pub- 
lic does not possess that degree of 
wisdom. Hence the establishment of 
artificial prices for any stock—usually 
called “manipulation’—does do harm 
to the outside speculators who try to 
follow the manipulation, and would 
long ago have been suppressed if any- 
body could find a way to suppress it 
without interfering with the right of 
freedom of contract and thus doing 
more damage than good. 

Moreover, who shall say when the 
price of a stock is legitimate and when 
it is artificial? Evidently, this would 
require some sort of superman, not 
yet developed on the earthly plane. It 
very often happens that a price which 
is regarded as artificial afterward 
proves to have been entirely warranted 
by conditions, those conditions having 
been at the time known to only a few 
persons. 

It is evident, therefore, that we can- 


(914) 














TIDAL SWINGS OF THE STOCK MARKET 


915 





not dispose of the question, “How are 

stock prices made?” by any easy gen- 

erality or ready-made formula. 
Urgency vs. Quantity 

So far as actual sales of any stock 
are concerned, demand and supply are 
always exactly equal. For every 
share bought there must necessarily 
be a share sold, and vice versa. 

This perfectly obvious fact is by no 
means generally recognized in current 
stock market comment. “There was 
heavy buying of Reading to-day,” 
writes the reporter. Manifestly there 
must have been equally heavy selling, 
since no one could buy unless some 
one else vould sell to him. 

What is meant is that there was 
urgent buying of Reading. The size 
of the buying orders in the market 
would amount to nothing unless the 
buyer were ready to bid up the price 
in order to get the stock. There might 
be buying orders for 10,000 shares of 
Reading at 90 and selling orders for 
only 1,000, but this would not have 
any effect on the price unless some 
buyer was willing to pay 90%. 

Clear thinking in this matter is 
essential. Many investors seem to be 
hopelessly confused about it. If, for 
example, 10,000 shares of Steel com- 
mon are recorded as bought—and sold 
—at 125, then 25,000 at 125%, 15,000 
at %, 30,000 at %, 40,000 at %, etc., 
one observer will be saying, “Big de- 
mand for Steel,” and at the same mo- 
ment another will remark, “Somebody 
is feeding out a lot of Steel.” The 
simple fact is that these figures show 
only two things: 

(1) An active market for Steel. 

(2) That buyers have been willing 
to raise their bids from 120 to 120%. 

Any conclusions in regard to the 
character of the market derived from 
these figures must be based on those 
two premises and on them alone. . 

I shall later show that certain broad 
conclusions may be drawn from the 
activity of the market, in the sense of 
the number of shares bought and sold 
in a day or week. And I do not deny 
(nor assert) that some “tape-readers” 
of many years’ experience may get 


help in “sensing” the immediate move- 
ment of a stock from the volumes 
shown on the tape. But the most im- 
portant point to be steadily kept in 
mind by the ordinary observer of stock 
market phenomena is the urgency of 
the demand or supply. 


Who Makes Stock Prices? 


Closely connected with the question 
how stock prices are made is the ques- 
tion who makes them, or what are the 
sources of demand and supply? For 
example, “Good buying in Steel to- 
day” is a telegram that often goes out 
over brokers’ private wires. It means 
that some of the people who are be- 
lieved to be buying Steel have usually 
proved good judges of the market, or 
that the buyers are people who have 
abundant funds to hold their stock in 
case the price should decline. 

The persons who buy and sell stocks 
may be rotighly classified as follows: 

(1) Investors, who buy chiefly for 
dividends, but naturally do not despise 
an additional profit when obtainable. 

(2) Long pull speculators, who 
often carry stocks for several years. 
They are chiefly interested in getting 
a profit—selling higher than they buy 
—but often they are also influenced by 
the dividends they may obtain while 
they own their stocks. They usually 
consider themselves, and are com- 
monly called, investors, in order to 
distinguish them from speculators. 

In the long run—although it is 
usually difficult to predict how long 
the run may be—these two classes 
really “make the market,” because 
their commitments are reasonably per- 
manent. 

The man who buys a stock because 
he believes it to be low—whether he 
has in mind the dividends or the pros- 
pects of profit—and who will not sell 
simply because the stock goes still 
lower, gives the market for that stock 
permanent support. His influence con- 
tinues just so long as he holds his 
shares. Likewise if he sells at what he 
believes to be a high price and refuses 
to re-purchase at a higher price, he 
has added just so much to the perman- 
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ent load the market for that stock 
must carry. 

Of course I do not mean that in- 
vestors and long pull speculators al- 
ways sell higher than they buy, al- 
though generally speaking it is true 
that a majority of active traders are 
likely to lose and the conservative 
class of long pull investors are likely 
to add profits to their dividends. 

Investors are necessarily influenced 
by their own financial condition as well 
as by the condition of the market. 

(3) Big operators, who endeavor to 
exercise some degree of control over 
the price of a stock cr a group of 
stocks. They are, of course, specula- 
tors, and they are often wrong, but in 
most cases the fact that they have ob- 
tained, or have kept, money enough to 
be classed as big operators shows that 
they have expert knowledge of condi- 
tions. The term “pool” is often ap- 
plied to a group of such operators act- 
ing together in one stock. 


Pool Methods 


The general method of these opera- 
tors is to select a time when a stock 
is believed to have unusually good 
prospects ; then to depress the price by 
offering large blocks of the stock un- 
til they find that they can no longer 
buy back these sales any lower than 
the sales were made; next to “accumu- 
late” as much of the stock as possible 
at low prices; then to bid the stock up 
steadily by continued purchases; and, 
finally to sell (or “distribute”) all their 
holdings to “the public”’—that is, to 
speculators attracted into the market by 
the rapid rise of prices. 

The same method is followed on the 
bear side by simply reversing purchases 
and sales. 

This scheme is not so easy as it 
sounds. It sometimes goes wrong and 
the forced liquidation of the pool 
causes a very weak market, since the 
pool gets no sympathy but “plenty of 
help” in its selling. erators of this 
class, to be successful, have to be very 
shrewd judges not only of investment 
conditions but of the psychology of 
other speculators. 


One difficulty encountered by such a 
pool is that a considerable number of 
followers generally get wind of what 
is going on, either by. the information 
which leaks out in devious ways or by 
watching the behavior of the market, 
and “ride” on the pool’s back for part 
of the movement. This is particularly 
annoying to the pool’s managers. 


Floor Traders 


(4) Floor traders; that is, members 
of the Stock Exchange operating for 
their own account. Their principal in- 
come is usually derived from taking 
advantage of fractional fluctuations. 
Having no commissions to pay, they 
can make a great number of trades 
with small profits or losses, with the 
object of having a net profit at the end 
of the day or the week. 

Most floor traders “work on the bull 
side” or on the bear side, according to 
their judgment of the technical condi- 
tion of the market at the moment; 
that is, although in and out of the mar- 
ket frequently, they have a net balance 
of commitments on one side or the 
other. In this respect. most of them 
are likely to be aligned on the same 
side, not through definite collusion, but 
through following some leader or be- 
cause they see the same things and 
logically reach the same conclusions. 

Sometimes they discover that they 
have been “filled up” by larger opera- 
tors and sell out hastily, causing a 
quick break; or that they are “over- 
sold” on the short side,.so that their 
urgency to repurchase results in a 
sharp rally in the price. In this way 
the operations of floor traders some- 
times cause a narrow, swaying move- 
ment of prices up and down over a 
range of a few points. 

(5) Active traders through commis- 
sion houses or miscellaneous speculators. 
Of these there is the greatest possible 
variety—as many kinds of them as there 
are kinds of people in the world. Prob- 
ably they have only one trait in common, 
the desire to make money rapidly. 

(The next article will take up the 
connection between the money rate 
and the tidal swings of stock prices.) 
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MARKET STATISTICS 


Breadth 
Dow Jones Avgs. 50 Stocks (No. 

20 Inds. 20 Rails High Low Total Sales issues) 
Monday, Sept. 10........ 83.88 87.88 74.66 73.68 420,800 170 
Tuesday, we $3.51 87.60 74.60 73.57 427,100 197 
Wetncsmer, © Wiis..ccs- 82.19 86.05 74.10 72.22 817,600 232 
Thursday, i ey ene 83.14 86.17 73.56 72.24 663,900 216 
Friday, ~ . Mcal aee 83.44 86.88 74.06 73.35 417,500 181 
Saturday, tel 83.04 87.10 73.97 73.42 204,600 129 
Monday, ” Sextiweses 81.55 85.95 73.39 71.97 696,900 189 
Tuesday, eT $1.63 85.58 72.83 71.84 640,100 199 
Wednesday, “ 19........ 84.01 87.01 74.22 72.67 853,400 202 
Thursday, yet Ya 84.82 86.71 75.13 73.90 847,100 202 
Friday, nwa Sheen 85.23 87.04 75.23 74.25 655,100 190 
Saturday, ™. Ei aenie 84.53 87.41 75.07 74.40 388,100 156 
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Holding Back Wheat 





By P. S. KRECKER 





HEN the Government fixed the 
price of wheat at $2.20 a 
bushel, it was quite generally 
believed that one of the big- 

gest problems of the Food Administra- 

tion had been solved. But recent 
events suggest that this conclusion 
may have been premature. 

The American farmer appears to 
have started a silent revolt against 
the price program of the Governmerft 
by holding back his wheat. 

It ‘has been pleaded on behalf of the 
farmer that he has been too busy with 
Fall plowing to market his wheat. 
That may be the case in some instances 
but there is no question that in others, 
it is a plain case of holding. 

It appears to be a plain case of sac- 
rificing patriotism on the altar of 
Mammon. It is estimated that, figur- 
ing the higher cost of labor, machin- 
ery, feed and fertilizers, farmers can 
grow wheat at an actual cost of about 
$1.25 average for the United States. 
A price of $1.80 at the elevator would 
mean a profit of 55 cents a bushel; 
$1.95 would yield a profit of 70 cents a 
bushel. On a crop of 668,000,000 
bushels of wheat, which is the Gov- 
ernment’s estimate of this year’s yield, 
farmers would clear a profit of $467,- 
600,000 at 70 cents a bushel. 

An interesting situation exists in the 
corn market. A big crop is coming 
along, but it is late and spot corn is 
scarce and dear. The visible supply 
has dwindled to almost nothing, while 
there is no contract corn in Chicago. 
In spite of the bullish cash corn situa- 
tion, corn futures are selling at a dis- 
count of nearly a dollar a bushel from 
the cash article because of the arbi- 
trary limitations on price imposed by 
the Chicago Board of Trade. 

Undoubtedly, but for these restric- 
tions, corn futures would be selling 
very much higher than they are. The 





restrictions were imposed to limit 
speculation and prevent strong grain 
interests from cornering cash corn and 
then driving the market up. 

The market position of December is 
interesting. It already is selling at a 
premium over May option, thus reflect- 
ing the scarcity of cash corn. Al- 
though two months must intervene 
before delivery can be made on De- 
cember contracts and there will be 
plenty of time in the interval to ship 
spot corn to Chicago, bulls on Decem- 
ber corn do not anticipate any great 
rush to ship to that center. 


Outlook for Corn 


In the first place, there is no doubt 
that there will be quite a scramble for 
early corn from trade interests. Manu- 
facturers of corn products, who have 
been forced to suspend work in their 
plants because of the difficulty of buy- 
ing corn, will be in the market for 
early shipments. Nor will there be 
any incentive to ship to Chicago unless 
the contract sells at a level inviting to 
holders. Farmers are fully aware of 
the world-wide demand for corn and 
corn products which promises to cause 
a record-breaking consumption of that 
cereal this year. They probably will 
do just as they have done with wheat 
and oats, namely, hold for a_ better 
price. 

It is only reasonable, therefore, to 
expect the December position to main- 
tain relative firmness. Either cash 
corn will have to break nearly a dollar 
a bushel or futures must advance to 
its level. It may well be doubted that 
farmers, who are guaranteed $2.20 a 
bushel for their wheat, will consent to 
sell their corn at a disproportionate 
price. 

Hence we may look for a com- 
promise. Cash corn will come down 
materially when the new crop move- 
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ment is in full swing, but futures prob- 
ably will have to rise above current 
levels to meet it. 

* The market already has had its first 
frost scare, resulting in a sharp re- 
covery of about 15 cents from the low 
range touched early in the month to 
discount possible damage. Apparently 
the extent of the harm done to the 
crop was exaggerated in early reports. 
Heaviest damage was done in Minne- 
sota, which is not a big corn state, and 
in Iowa. About 15 per cent of the 
crop was affected in Minnesota and 30 
to 40 per cent in Iowa, but official re- 
ports are careful to state that only 
about 5 per cent of the Iowa crop will 
be unmarketable. 

Meanwhile corn bears are reviving 
the old joke of Argentine corn imports. 
There never has been an import move- 
ment of consequence from Argentine. 
It costs about 55 cents a bushel to ship 
corn from Argentine to the United 
States for freight alone. Insurance 
risks, cost of handling and other 
charges are heavier in proportion than 
normal, so that it is difficult to see how 
it would pay to bring corn from South 
America in any quantity. 


September oats have dominated the 
market for that cereal. Predictions of 
a heavy movement of the large crop 
have failed. Farmers are disposed to 
hold their oats just as they are holding 
their wheat. They stubbornly refuse to 
take less than 60 cents a bushel, and in 
consequence cash oats have steadily 
held a premium over the September op- 
tion. Instead of selling at a normal 
discount from the December position, 
September has sold as high as 2 cents 
premium over December. 

This is an extraordinary reversal of 
the usual relations of these options and 
can be attributed solely to a demand 
for the cash article in excess of the 
supply. The firmness of cash oats sug- 
gests that eventually the December 
option must sell at a higher level. Even 
if it does not, there is some indication 
that it, too, will go to a premium or at 
least sell on more even terms with the 
May option. The future market in oats 
is influenced to a great extent by the 
market for corn, swinging up and down 
in sympathy with the latter. Oats are 
disproportionately cheap compared 
with corn and are more likely to gain 
on that market than to lose. 








No Cheap Cotton This Season 


High Cost of Production — Export Prospects— England’s 
Needs — Can Chicago Maintain a Cotton Market? 








By RICHARD S. SLATER 





HE bears in the cotton market 
had predicted that if prices 
got down to twenty cents 
there would be a rush to get 
from under that would carry cotton 
down to fifteen cents. There had been 

.-so much talk of fifteen-cent cotton 
that when prices did get to twenty 
cents, bearish sentiment was stronger 
than at any time for a year—and yet 
the market rallied. The twenty-cent 
level did bring out some forced liqui- 
dation, but as soon as this was out of 
the way, prices went up with a rush. 





The market acted in the most logical 
manner. The decline had gone too 
far. 

This is not a season when one should 
expect low priced cotton; and with 
every thing else at the high level of 
today, fifteen cents a pound would be 
a low price for cotton. 

When cotton gets down to twenty 
cents a pound the man who would sell 
it short loses all claim to be called con- 
servative. This is the most expensiye 
crop ever raised, and it will be a small 
crop. No larger crop can be expected 
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with reduced acreage and a late start. 
It is true that there was favorable 
weather during July and August, but 
the crop has gone back during Sep- 
tember, and the final condition report 
promises to be poor. When cotton 
got down to twenty cents, the South 
stopped offering; and it can be ex- 
pected to do this every time cotton 
gets that low. The producer knows 
that domestic mills, at present prices 
for goods and yarns, can pay much 
more than twenty cents a pound for 
cotton. 

The bears have been circulating re- 
ports that Southern banks were urg- 
ing their customers to rush their cot- 
ton to the market as fast as possible, 
no matter what the price. It is not 
wise to listen to this sort of chatter 
however. It is true that there is a 
great deal of a very strange sort of 
banking in the South. Some Southern 
banks believe that they are in business 
to prey off the people of their com- 
munities; but the robbers behind the 
window are fast losing their power 
and influence. The fact that food 
crops in the South are good this year 
makes them less important than ever 
before. 

While there is little probability of 
low priced cotton this season, ‘here 
can be no such thing as thirty-cent 
cotton unless some arrangements can 
be made by which more cotton can be 
moved to the other side. 

The first mention of the fight that is 
being made to reopen the Liverpool 
Cotton Exchange made in America 
was in this column. There has been 
good hard common sense behind this 
move, and now it is practically certain 
that the Liverpool Exchange will be 
allowed to reopen without any restric- 
tions on trading. Without a market 
in which to hedge their cotton, Eng- 
lish importers were practically put out 
of business ; and the fact that the Liv- 
erpool Exchange was closed, has had 
quite as much to do with restricting 
the movement to England as has the 
German undersea boats. 

The mills of England see so much 
business in front of them that they are 








protesting loudly because of the fact 
that the Government has asked them 
to curtail, and demanding that, instead 
of asking them to run short time, the 
Government take more vigorous meas- 
ures to get them the cotton they need. 
It is very probable that there will be 
a decided increase in the movement to 
England as soon as the Liverpool Ex- 
change reopens, and if this is the case, 
it is going to be a powerful bull argu- 
ment. 


Chicago Wants a Cotton Market 


An interesting feature of the cotton 
situation just now is the fact that the 
Chicago Board of Trade is talking 
about establishing a market for cot- 
ton contracts, and has appointed a 
committee to consider and report upon 
the advisability of such a move. Of 
course, the doing away with trading 
in wheat has been a hard blow for the 
Board of Trade, and naturally its mem- 
bers are looking around for something 
that will bring in some commissions. 

It is very doubtful, however, if a 
cotton future market would help them 
out of their difficulty. A cotton mar- 
ket at Liverpool is a necessity for the 
trade; and, by the same token, there 
is no more reason why there should be 
a cotton market at Chicago than at 
Topeka, Kansas. At Liverpool there 
must always be carried a great stock 
of cotton to supply the mills of the 
North of England. 

The greatest complaint ever made 
against the New York market is that 
the stock here is often not as large as 
it should be to protect the contract 
trading. Such a situation is presented 
today. New York is a cotton center, 
however. It always has been, and al- 
ways will be. It is midway between 
the fields and the New England mills, 
and great quantities of cotton come 
here en route to Europe. 

Chicago never has been and never 
will be a cotton center. There never 
could be a stock carried there to pro- 
tect the trading. It would be an ar- 
tificial market in every way, and would 
be of no benefit to the producer, the 
exporter or the mill man. 
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INCOME 


MAY BE HAD 


From a company which is already well 
established, and depends only on im- 
proved national transportation facilities 
to expand. 


A 7% 


Pocahontas Logan Coal Co. 


Has the following features: 


1. Current production at rate of 800,- 
000 tons per year. 

2. Proven amount of coal on property 
168, 188,000 tons. 

3. Earnings for 6 months ending June 
30, 1917, after deducting allow- 
ances for preferred dividend, depre- 
ciation, taxes, etc., at rate of 22.71% 
per annum on common stock. 

Traded in on New York Curb 


Write for complete information including 
future prospects. 


FRANK J. WATERS 


25 Broad Street New York 


Goldsmith 


Investment Securities 


25 Broad Street, 








la 





GOVERNMENT 
CONTRACTS 


INVESTMENT 
OPPORTUNITY 


THE UNITED STATES- 
MARITIME CORPORATION ' 


Has received from the 
Government shipbuild- 
ing contracts showing 
very substantial net 


Ivan profits. 


Further desirable con- 
tracts will be secured 
as soon as they can be 
handled. 


This Company  con- 
structs both steel and 
wooden ships. 


For.details as to stocks 
and bonds, investment 
Position and _ specula- 
tive opportunities of 
the securities, etc., 


Ask for Circular M. ¥. 


& Co. 


New York 

















The financial and stock markets are 
faced with great problems, and events as 
they transpire need careful consideration 
of effect upon all classes of interest. The 
BACHE REVIEW, issued weekly, enables 
readers to keep intelligently informed. 


Copies sent on application 


J. S. BACHE & CO. 


Members New York Stock Exchange 
42 Broadway, New York 
Mention Magazine of Wall St 


3 Things 


The United States will win important victories, 
1: On sea and land; 2: In international banking; 
3: In foreign trade. You can gradually acquire 
dividend paying securities by purchasing 


On M 
ODD LOTS { Or Pull Payment 
Send for Our Booklet S 12 
Suggestions to I tors 





MEMBERS NEW YORK STOCK EXCHANGE 

MEMBERS NEW YORK COTTON EXCHANGE 

71 BRoaoway. New Yor« City 
12 N. Broaoway YONKERS.N.Y. 
21S Montacve Sr, »ROOKLYN N.Y. 
777 BROAD STREET NEWARK.NAG. 


























Your Inquiries 
Answered On 


Oil Stocks (Standard and Independent), 
Copper, Motor, etc., and all other Listed 
securities, by a competent 


Wall Street Statistician 


“Partial Payment Pian’ 


LR.JATROBE & Co 


Established 1908 


ill Breadway New York 














A Bond House 


of Service 


Send for letter W-2 
describing our spe- 
cial service depart- 
ment, which watches 
the equity behind 
our clients’ bonds. 


J.R. Bridgeford 6 Co. 


111 Broadway New York 
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U. S. Steel Common 
Studebaker 
Bethlehem, B. 


The recent fluctuations in these stocks en- 
abled holders of Puts and Calls to realize from 
.00 TO $1473.00 net profit on a small cash out- 
y. Puts and Calls enable you to take advan- 
tage of the big fluctuations either way in the 
stock market with your loss at all times lim- 
ited to the dollar, while profits are unlimited, 
or all that a rise or a line in a stock per- 
mits you to make. 
No Margin Calls—No Interest Charges While 
You Hold 


With them you can control a larger number of 
shares than when trading on margin. 

When you confine your speculative trades to 
Puts and Calls you eliminate 10 to 2 point losses 
over trading. You also eliminate the fear of 
being compelled to sacrifice one stock to protect 


others. 

Ask for Booklets M-¥. 
WILLIAM H. HERBST 
Broker and Dealer in Puts and Calls En 
dorsed by Members of the New York 
Stock Exchange 


NEW YORK 
Telephone 1007 Rector 


20 Broad Street 
Established 1898 








J. G. REAVES 
formerly a member of the firm of 
DANFORTH, REAVES & CO. 


Number One Wall St., New York, begs to 
announce to his clients and friends that he 
has opened offices under the firm name of 


J. G. REAVES & CO. 


Waldheim Building, 
Kansas City Missouri 


The firm will deal exclusively in oil in- 
vestment securities, but will also specialize + 
in the buying and selling of oil lands, 
leases, royalties, and production in Kansas, 
Oklahoma, Texas, Kentucky, Wyoming 
and Mexico. 


Confidential reports made on any of the 
above fields. Correspondence with Oil Op- 
erators and Brokers in Oil Securities invited. 


YOUR BUSINESS SOLICITED 














POCKET GRAPHICS! 


A NEW LOOSE-LEAF BOOK OF STOCK 
MARKET GRAPHICS, POCKET SIZE, provid- 
ing a continuous record of prices of various 
stocks and averages. 


An Invaluable Guide 


Now Ready: Daily high and low quotations, 
daily sales, monthly earnings and unfilled ton- 
nage of U. S. Steel Common for 1916 (two sheets). 


Movements of N. Y. Times 50 Stock Averages, 
showing each distinct move of the market with 
total sales of each move, 1911 to date (seven 
sheets). 

Daily record of N. ¥. Times Averages, showing 
course ef prices of 25 rails and 25 industrials 
separately, also high and low quotations and 
total sales of 50 combined stocks, 1915 and 1916 
(four sheets). ne 


Others in preparation 
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Glenrock Oil Co. 


22 Wells 


Production now 3200 bbls. per 
day 


12 additional wells now 
drilling 


Circular sent upon request. 


KIRKPATRICK & LEWIS 


Tel. 9976-7-8-9 Rector 
10 Wall St. New York 
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Employ a Specialist to a Your Security 
Holdings or Those Which You Intend to 


Purchase and You Will Discover 
THE EVIL ELEMENTS BENEATH THE SURFACE 


Do you recall what happened to the Rock Island, New Haven, Missouri 
Pacific, Third Avenue and a half a hundred other “sleeping” investors? 

They let small losses run into appalling losses. 

They did not take the trouble to FIND OUT. 


How About Your Investments ? 

Haven’t you some stock or bond about which you are not quite certain? 
Your banker or broker has not the time to put on his hat and spend a week or 
even a day in getting the rock-bottom facts. But THE MAGAZINE OF 
WALL STREET has a specially trained force of financial experts whose sole 
business is investment analysis. 

The function of THE MAGAZINE OF WALL STREET’S SPECIAL 
ANALYTICAL SERVICE BUREAU is to prepare special and confidential 
reports on securities. Each client receives individual attention—the report he 
receives is compiled especially for him with careful attention to his exact cir- 
cumstances and requirements. 

Write to us and we will quote our price for the services of this department. 
The expense will be trifling—perhaps less than a 2-point decline on 100 shares 
of stock or a $1,000 bond. Special rates for investment lists. 


We may save you thousands of dollars. 
ACCURATE INFORMATION IS FINANCIAL INSURANCE 


SPECIAL ANALYTICAL SERVICE BUREAU 
Trained Experts Accurate Statistics 


Under Supervision of Inquiry Department 


MAGAZINE OF WALL STREET 


42 BROADWAY NEW YORK CITY 
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Chalmers Motor 
Federal Dyestuff 
& Chemical 














Re-organization Plans Explained 


Correspondencé Invited. 


Morton Lachenbruch & Co. 


2 Investment Bankers 
= Equitable Building New York City 
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For A High Yield 
On A Sound Industrial 


We suggest the stock of a very large and 


universally known company the business 
of which: 

Has no connection with the 

war. 


Is not subject to special state 
or federal supervision. 


Is not affected by hard times. 


Has out-distanced all com- 
petitors. 
Has a world-wide market. 


The Directors are prominent New York 
and Boston bankers and business men. 


TO YIELD 8.75% 
For particulars apply to: 


Shonnard, Mills & Co. 


Members New York Stock Exchange 
120 Broadway 
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| 
A Study of 
Your Investments 


may prove that conditions 
affecting their status have 
materially changed since 
they were purchased. 

We maintain a depart- 
ment for the purpose of 
assisting you. 


Address 
Service Department. 


A. A. Housman & Co. 


{New York Stock Exchange 
New York Cotton Exchange 
Members { N. Y. Coffee & Sugar Exch. 








New York Produce Exchange 
Chicago Board of Trade 


20 Broad St., New York 


Branch Office 
23 WEST THIRTY-THIRD STREET 

















Bonds and Stocks 


Correspondence invited relative to the 
purchase or sale of securities listed on 


the New York Stock Exchange. 


Schuyler, Chadwick & 
Burnham 

Members of the New York Steck Exchange 

100 Broadway New York City 
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Electric Bond & STRIKE PROOF 


Share Company 
6% Preferred Stock 








| Mem, plays a very 

unimportant part 
in the operation of gas 
and electric companies 
supplying light and heat. | 


The First Mortgage Bonds 
of a gas company sup- 
plying a large commun- 
ity which, depends en- 
tirely upon gas for fuel 
are selling at a price to 

Bonbright & Company yield 642%. 

Ruscepenenell Send for Circular T.29. 


25 Nassau Street, New York MARSHALL. & COMPANY 


London Paris BANKERS 
SEVENTY STATE STREET, BOSTON, 
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Are You Improving 
Your Investments ? 


Many investors who purchased sound 
securities under conditions entirely 
different from those which exist to- 
day should recognize the changes 
which have taken place during the 
past few years and endeavor to ad- 
just their holdings so as to benefit 
by the attractive returns present 
prices make possible. 

We have some suggestions which we 
should be glad to offer for consid- 
eration to those who communicate 
with us either by mail or in person. 


Write for Circular LE-21 


A. B. Leach & Co. 


Incorporated 
Investment Securities 


62 Cedar St., New York 
105 S. La Salle St., Chicago 


Prepare 


for the next 


Liberty Loan 


Average your income 


But 
BUY 
LIBERTY 
BONDS 


Write our Investment Department 
for particulars. 





SPECIALISTS IN 
Short Term Securities 
Public Utility Bonds 
industrial Bonds 




















OSEPH & WIENER. Buffalo ‘Minneapolis. = St.Louis 
MEMBERS NEW YORK STOCK 
Terepnons: 2715-9 BROAD 25 BROAD STLNY 
S|} RUIN TR 8 = 








When Peace Comes 


This Business Should Continue to Grow 
Everett, Heaney & Co., Inc. 


—exporters, importers and converters ef 


WE SPECIALIZE IN 


UNLISTED 
SECURITIES 


The Following Well Known 
Issues Are Now Selling 
at Attractive Prices 


EVERETT HEANEY & CO.. Capital Steck 
AMER. GRAPHOPHONE CO. Com. & Pid. Steck 
CHILDS (REST. ) CO. Common & Preferred Steck 


Suggestions made for Investments 
yielding from 5% to 9% 


TVOUVAUISOOUCSON TOOL SAUL LSULAO PASO 





AANUQUAYMVLUL.OUAUDANASU LALLA ARNOTT 


Capitalisation $2,000,000. All common 
stock. Par value $20 per share. Ourrent 
earni are running at a rate in excess 
of 000 year—equivalent to 25 

per cent. company has no funded 
} = Fare preferred stock—no liabilities 
other than strictly current accounts. = 
This stock has been actively dealt in = 
since introduction to open market. 
Dividend on the basis of 10 per cent. of 
par value per annum has been declared 


(avant 


HII 


ANNONA NIAAA 


Send for Clroutare 15, 17, 19 Write for rote No. 21-H. which : 
= 
AWSON, LYON B SH “MORGAN 
“INVESTMENT STOCKS ANO BONDS Compary 
42Wal_ S NEw voR is Og Ee = 
Maerkets furnished on all Unlisted Securities oe (+ -) > we = 
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rst LW E.Z seee 
Income Tax Exempt 
and Safest HUTTON & CO. 


New York Cincinnati 


A ag 2 oe ee of Income Taxes 
to be levied upon incomes in ex- 

cess of $1,000 and $2,000 and in- 1 fee Fae tect Sectenes 
creasing those already in force, is embers 4 Cincinnati Stock Exchange 
expected to be fixed by Congress Chicago Board of Trade 

in the near future. 


Zing eerie om come roms STOCKS _ GRAIN 
two classes as exempt—its own BONDS COTTON 
and municipal obligations. 
Make your income exempt now 
through the purchase of the safest Our Weekly 
—— * investment—M unicipal Market Letter 
List W-48 ‘6 ” 

Vindhihie Seth sedans COMING EVENTS 

tat ae a Sent upon request 


Spitzer, Rorick & Co. Address Department C 


Established 1871 


Equitable Bldg., New York 60 Broadway New York 
Toledo Chicago 





























The New War Tax Law 


The new law analyzed and reduced to 


a convenient reference for the busy man 


We have in press now and ready for final revision 
1—The New War Tax Bill, annotated and.indexed 
2—A revised tax chart 


The new law is conveniently arranged for reference. 


The chart shows how it affects incomes ranging from 
$2000 to $3,000,000. 


Requests for this War Tax Literature M-400 will be placed on file and 
copies forwarded immediately after the bill is signed by President Wilson 


The National City Company 


National City Bank Building, New York 
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KEEP POSTED 


The books, booklets, pamphlets, circulars, special letters, etc., listed below have been pre- 
pared with the utmost care by investment houses of the highest standing. 


They will be mailed on request to the readers of THE MAGAZINE OF WALL STREET 


FREE OF CHARGE. 


We advise our readers to freely take advantage of this service, which will keep them in 
immediate touch with what is going on in Wall Street, without any expense or obligation. 


Send all requests to 


Advertising Senpennit MAGAZINE OF WALL STREET, 42 Broadway, New York City. 








“A BOND HOUSE OF SERVICE.”—A cir- 
cular describing special service of a bond 
house which pays special attention to the 
equity behind their clients’ bonds. 


“THE EVERETT HEANEY CIRCULAR.” 
—The stock yields about 8%%. No war 
supplies. Regular dividends at the rate 
of 10% per annum have been declared. 


“WEST PORTO RICO SUGAR CIRCU- 
LAR.”—Giving the assets back of the 
stock, the dividend being earned, the yield, 
etc. 


“SUGGESTIONS FOR THRIFTY PEO- 
PLE.”—For those who save systematically 
as a result of careful living this circular 
will give suggestions as to how to invest. 


“THE SEABOARD.” —Circular describing 
the Seaboard Air Line Railway system, its 
growth of earning power, maintenance of 

, financial history, management, 
etc. 


“SHORT TERM SECURITIES.”—Maturing 
from six months to three years to yield 
from 5.30% to 7.15%. Because of the 
unprecedented times, the investor can now 
obtain liberal yields, safety and ready 
markets in this class of security. 


“PAR VALUE OF STOCKS.”—Shows par 
value of stocks listed on N. Y. Stock Ex- 
change, when par value varies from the 
usual $100. i 


“FOUR HIGH GRADE CONVERTIBLE 
PREFERRED STOCKS.” — Circular de- 


scribing same, income yield now very high. 


“THE BIRTH OF AMERICAN THRIFT.” 
—Mobilizing American wealth through the 
Parttial Payment Plan. Lessons of the 
Liberty Loan. 


“LIBERTY LOAN SUGGESTIONS.”—Sug- 
gestions as to care of a bond, collecting 
interest, power of a Liberty Bond, repay- 
ment of principal, future value, etc. 


“INVESTORS’ MAGAZINE.” — Monthly 
publication in advocation of sound in- 
vestment. 


“HOW WE CAN SERVE YOU.”—Details 
the facilities, organization, personal serv- 
ice features, special departments, etc., a 
large Stock Exchange House. 


“PROPER INVESTMENTS FOR PRES- 
ENT FUNDS.”—A large and long estab- 
lished investment house of the Middle 
West has just issued this booklet, describ- 
ing a list of bonds secured directly by 
properties “which have demonstrated their 
value and their ability to earn a substan- 
tial surplus above all requirements in 
times of peace as well as in war.” 


“GLENROCK OIL COMPANY.”—An in- 
vestment firm in New York City has 
just prepared a circular setting forth 
in detail the merits of this company 
and its prospects. 


“MISSOURI PACIFIC.”—In response to 
the interest in railroad securities a large 
Stock Exchange firm is prepared to 
furnish a pamphlet on Missouri Pacific 
showing its strength and capacity for 
handling business in the future. 


“THE UNITED STATES MARITIME 
CORPORATION.”—This is a new se- 
curity, and it is analyzed very carefully 
for the benefit of investors who are 
interested in shipping stocks. 


“WAR TAX LAW.”—A careful digest 
of the new law written in simple terms, 
annotated and indexed, and accom- 
panied by a revised tax chart showing 
the application of the law to incomes 
of $2,000 and over. Published by a 
large bond house. 


“POCAHONTAS LOGAN COAL CO.”— 
A statistical analysis in the form of a 
circular showing clearly the present 
condition and outlook of this West 
Virginia coal company. 
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Conditions In Leading Industries Investigated 


The Most Important Financial Series Ever Published™ 





IHE Macazine oF WALL STREET is having leading authorities in all the principal indus- 
tries in the United States investigate and report on the present unsettled business conditions 
in their particular line. 

Your own business will be included as well as other lines of business which bear a relation 
to yours. The articles will run serially in THE MAGAZINE OF WALL STREET. Each article 
appearing at a time when it will be of most help to those interested. 

The following list gives you an idea of the broad scope of this series and the high standing 
of the men who are preparing it: 


Copper. W. R. Ingalls, Editor Engineering Sugar. A. F. Gray of Willet & Gray. 
and Mining Journal. Oil. John Warren, Editor Petroleum Age. 
Fertilizer. John W. Toll, Editor The American Iron & Steel John C. Jay of Goethals, Jamison 
Fertilizer. Houston & Jay, formerly vice- 
Chemical. S. W. Dean, Editor Oil, Drug and president Penn. Steel. 
Paint Reporter. Autos. E. A. Stephens Asso. Editor Horse- 
Electric. Geo. W. Wardlaw, Editor Electric less Age. 
Age and former Editor Electrical Equipments C. W. Frost, Asst. Editor Railway 
Record. Age Gazette. 
Coal. Geo. H. Cushing, Managing Editor Tobacco. Arthur B. McAttammany, Ed. Retail 
Black Diamond. Tobacconist. 
Marine. R. Tankerville, Editor Shipping Illus- The Chain Store Industry. James Krieger, Asso. 
trated. ' Editor of the Five and Tent Cent 
Dry Goods. S. H. Ditchett, Editor Dry Goods Variety Store Magazine. 
Economist. 


The leading securities of the above industries will be covered by our experts at the same time the industry 
is being analyzed. NO BUSINESS OR INVESTMENT EXPERT can afford to miss these articles. 


Tobacco Heads the List 


The first article, entitled ““The Present and Future of the Tobacco Industry,” by Arthur 
B. McAttammany, Editor of the Retail Tobacconist, will be published in the Oct. 13th issue. 
Following this will be other equally important articles on lines of business directly related to yours. 
Furthermore, in succeeding issues our experts will frequently report on the prospects of the leading 
securities of the Tobacco Industry. 


One idea or suggestion that you get from these men, the leaders in your field, may mean the 
difference between failure and success, the difference between debts and a tidy bank balance. 
Send your order to-day. 


ALL THE REGULAR DEPARTMENTS 
One Dollar and your address will bring NEXT FIVE ISSUES by mail 


FILL OUT AND MAII 


To 
The MAGAZINE of WALL STREET  “siw'toxx" 


Enclosed find check for $5.00. Please send me The Magazine 
of Wall Street for one year, including full Privileges of the Investors 
Personal Service Department. 


SPECIAL OFFER 
Next Five Issues $1.00 



















































RICE LANDS 


An investment in highly productive rice lands in the 
famous rice district of Beaumont, Texas, offers splendid re- 
turns, combined with first class security. Producing lands, 
such as I offer for sale in large and small farms, to suit 
purchaser, at prices ranging from $25.00 to $50.00 per acre, 
are a safe place for investment, in peace times as well as 
in war. For detailed information write to Herbert Roeden- 
beck, 311 Monadnock Block, Chicago, Ill., Owner and 
Broker. 





SHATTUCK ARIZONA COPPER COMPANY 


120 Broadway, New York City. 
DIVIDEND NO. 21 
and 
EXTRA DIVIDEND NO. 9. 
A Dividend of fifty (50c.) cents, and an Extra Dividend 
of seventy-five (75c.) cents, per share on the Capital Stock 
of this Company, bave been declared, payable October 20th, 


1917, to stockholders of record at the close of business Sep- 
tember 29th, 1917. Stock Transfer Books do not close. 


NORMAN E. LaMOND, Ass’t Secretary. 





AMERICAN TELEPHONE AND TELEGRAPH COMPANY. 


A dividend of Two Dollars per share will be paid on 
Monday, October 15, 1917, to stockholders of record at the 
close of business on Saturday, September 29, 1917. 

D. MILNB, Treasurer. 





DISTILLERS SECURITIES CORPORATION. 


October 1, 1917, coupons from bonds of this Corporation 
will be paid on and after October 1, 1917, on presentation 
at Bankers Trust Company, Wall, corner of Nassau Street, 
New York City. 

THOS. A. CLARK, Treasurer. 





DISTILLERS SECURITIES CORPORATION. 
40 Exchange Place, N. Y. City. 
The yuarterly dividend of ONE-HALF OF ONE PER 
CENT. (% of 1%) upon the outstanding capital stock will 
be paid on October 18, 1917, to stockholders of record at 
the close of business on October 2, 1917. The transfer 
books will not be closed. 
THOS. A. CLARK, Treasurer. 
Dated New York, N. Y., September 15, 1917. 





WELLS FARGO & COMPANY 
ANNUAL STOCKHOLDERS’ MEETING. 


Notice is hereby given, that the Annual Meeting of Stock- 
holders of Wells Fargo & Company will be held at 10:00 
o'clock A, M. Thursday, October 11, 1917, in the office of 
the Company, No. 51 Broadway, New York City, for the 
purpose of electing directors to serve for one year and 
until their successors are elected, and for the transaction 
of such other business as may be brought before the meet- 
ing. . 

The Stock Transfer Books will be closed at 3:00 o'clock 
P. M., September 29, 1917, and will remain closed until 
10:00 o'clock A. M., October 13, 1917. 

Cc. H. GARDINER, Secretary. 
New York, September 17, 1917. 


WELLS FARGO & COMPANY 
QUARTERLY DIVIDEND. 

A quarterly dividend of $1% per share upon the capital 
Stock of this Company has been declared, payable October 
20th, 1917, to stockholders of record at the close of business 
September 29th, 1917. Checks will be mailed. 

C. H. GARDINER, Secretary. 
New York, September 18, 1917. 
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“YOU and YOUR 
BROKER” 


DO YOU KNOW 


How to choose your broker? 

Why you have been charged 6% interest ? 
Why it is best to transfer securities? 
Who gets the premium on a stock loan? 
How to figure interest averages? 

Why you get less on an odd lot sale? 
How to check your broker's statement? 
When your broker may sell your account? 
Why you have not received your steck ? 
How complaints may be lessened > 
When you should sign a proxy? 

When not to sign an authorization? 


THIS BOOK TELLS YOU 


“You and Your Broker” tells you and it is in a 
way your insurance against loss. One helpful 
suggestion or one word of caution may make or 
save you thousands of dollars. Surely Mr. In- 
vestor, $1.00 is mighty cheap insurance com- 
pared to loss of your money. 


PROTECT YOUR MONEY 


Fill out the coupon below and mail today. 


Book Department, Magazine of Wall Street 
42 Broadway, New York. 
Gentlemen: Please send ........ copies 
of “You and Your Broker” for which I en- 
close $1.00 


NE ndn tien eanikes ey Stee de 
SRO S00. keceendneathn er 
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mentioned can be procured. 


Clever Little Helps in the Office 


This Department will from time to time call the attention of our 
readers to various kinds of devices that often prove valuable in the 
office—or for keeping private records, important papers, etc. 

We cordially invite those of our readers who are interested to 
drop us a post card and we will tell them at once where the devices 


Address, Advertising Department, MAGAZINE OF WALL STREET, 42 Broadway, N. Y. 





THE DICTAFORM 


A cleverly con- 
structed file in 
which to classify 
sentences, para- 
graphs, so that user, 
instead of dictating 
a letter, simply 
picks the paragraph 
for his stenographer 
to type. 





Dictaform 


THE TYPEWRITER 
CYCLOMETER 
Attached to any typewriter will reg- 
ister every bit of work turned out on 
the machine, thus checking up the exact 
amount of work done by typists. 


THE PAPER BINDER 


A clever device that binds any kind 
of papers together by the simple pres- 
sure of a lever. 


THE 
STAMP 
AFFIXER 


Stamps 100 let- 
ters a minute — 
clean, quick, saves 
time and stamps. 








Stamp Affixer 





THE IDEA BOOK 


Convenient 
“desk file” to 
file at once let- 
ters, booklets, 
etc. 





Idéa “Book 


THE CALCUMETER 
A miniature calculating machine; 
adds, subtracts, multiplies, divides, can 
be carried in pocket. 


THE HELPAPHONE 
Enables the use of both ears when 
telephoning—shuts out all noise, brings 
the voice clear and full. 





THE TABLETING PRESS 

A simple little instrument that makes ~ 
up discarded stationery into handy, 
usable scratch pads. 





THE 
MAGAZINE 
BINDER 


Looks and binds 
like a book. Maga- 
zines are held firm- 
ly in place with thin 
steel strips. 








Magazine Binder 








YOU CAN DEAL WITH OUR ADVERTISERS WITH CONFIDENCE. 
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RINCIPLES AND METHODS FOLLOWED 
BY THE MASTERS OF INVESTMENT 
AND SPECULATION 


| 
Ly How Much 
Money Have 
You Lost? 


The Average Man who comes to 
Wall Street thinks of it as a place 
to “get rich quick.” It is not. Like 

















BA: any other line of business, the re- 
: sid ward of riches comes only to that 
ap man who has mastered the business 
ih of investing and who, as a result of 

his knowledge, knows what to 


avoid. 
These books will give you a Real Understanding 
of the technical conditions in the Stock Market 
that influence prices. Information so necessary 
to trade or invest successfully. 


SEND FOR THESE BOOKS TODAY 








1. You and Your Broker. By Robt. L. Smit 4. Fourteen Methods of Operating in the Stock Market. 
This valuable financial book covers in a —- An absolute necessity to you as an investor, It 
non-tochaienl way every phase of your dealings from contains rules methods used by successful 
Gees our broker to closing out your account. traders and investors; ideas for forecasting the 

ne helpful spggestion or word of caution may save market; the Scale Plan; use of Puts and Calls: 
your entire fortune. Price, $1.00 postpaid. etc. Price, $1.06 postpaid. 

2. Te of Trading in Stock By “B.” 5. How te Read the Financial Page. 

The actual experiences of a big successful Wall By Scribner Browne. 
pee Sender. Application of his princi _ to The Financial Page in the daily newspapers enables 
g ctice ; scussions of the Trend and Trading you to keep your fingers on the pulse of Wall Street. 
Swing; Market Diagnosis, and many other subjects Are you getting the financial benefit from them that 
so vital to you as an investor, are contained in this you should? "Brice, $1.06 postpaid. 

a, sidlume, | Price, $2.08 postpaid. 6. Psychology of the Stock Market. 

1 - in Tape Reading. By Rollo Tape. By G. C. Selden. 

o you know that the market momentarily indicates One of the greatest difficulties encountered the 
ms ve immediate future The ticker tape carries active trader is keeping his mind in a balan and 
J orecast. aoe _ievedtore who can in et this unprejudiced condition when he is heavily com- 
my piece s ribbon have a distinct advantage mitted to either the long or short side of the mar- 
the drat to pet tn on the maior catiinge, rice, itive Sie Tank tad Boon, Seta Orders oe 
$3.06 postpaide aie +S e Panic and Boom, Or 


Experience in Book Form is far safer than experience through experi- 
ment. Here’s your chance to benefit by the tested opinions of all 
Street’s biggest captains of finance. Order by number, using this coupon. 





Book Department, The- of Wall Street, 
4 Broadway, New York. 


Gentlemen: 


Please rush prepaid Investment Books Nos, ............-.--+se+ss++ B qnstese. B occsccvchdebcee bdidcge 
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BUSINESS MAN 


THE MAGAZINE OF WALL STREET 


PROTECTION 


FOR THE 
AND INVESTOR 


This is the principle always followed‘ in The Magazine of Wall Street 
What Next in the World of Finance? 
What Next in the World of Business? 
What Next in the World of Investment? 


THE MAGAZINE OF WALL STREET is written and edited with these questions 
always in mind. Here are a few of the many important features in preparation and 


which will appear in early issues. 





DU 





ANOMALIES IN PREFERRED STOCKS. By 
Robert S. Pierson. Like our recent article, 
“Curiosities of the Bond List,” which attracted 
widespread attention, Mr. Pierson’s study will 
show some very interesting peculiarities in the 
selling prices of preferred stock. Incidentally 
he will point out some preferred issues which 
are more than unusually attractive at this time 
and his contribution, therefore, will be of espe- 
cial value to the investor alert for opportunities. 





SPECIAL ARTICLES AND INTERVIEWS WITH 
Captains of Finance and Industry. This series, 
which we have been publishing under the cap- 
tion of “Little Talks with Big Men,” has proved 
so valuable and popular that we are planning 
to continue it on a broader scale. Among those 
who have already written or given their opin- 
ions exclusively to THE MAGAZINE OF WALL 
STREET, are Charles E. Mitchell, president of 
The National City Co.; Adolph Lewisohn, presi- 
dent of Miami Copper Co.; Secretary of Com- 
merce Redfield; Secretary of the Navy Daniels, 
Ivy Lee, of the personal advisory staff of 
John D. Rockefeller, E. P. Ripley, president of 
Atchison; Sherwood Aldrich, president of Ray 
Consolidated; and George E. Roberts, assistant 


to President F. A. Vanderlip of the National 
City Bank of New York. 





“HOW I INVEST MY FUNDS.” BY IDA M. 
Tarbell. Miss Tarbell is easily the world’s pre- 
mier woman financial writer. The book which 
she wrote following her investigation of Stand- 
ard Oil is a classic of financial literature. Mics 
Tarbell has consented to contribute an article 
telling our readers the methods she follows in 
investing her surplus funds. All investors and 
the woman investor especially, will find this 
article of supreme interest and value. 





_THE INVESTMENT OPPORTUNITY IN THE 


RAILS. BY JOSEPH R. KENT. Never was 
there a time when standard American rails were 
more on the bargain counter than at present. 
The long-sighted investor who seizes such 
chances lays the foundation of his fortune. Mr. 
Kent points out those issues which are earning 
their dividends with ample margins, analyzes 
their financial position and tells whether one 
should wait or buy railroad securities now. 
This is one of the money-making articles of the 
kind which appear only in THE MAGAZINE 
OF WALL STREET. 





ALL THE REGULAR DEPARTMENTS 





One Dollar and your address will bring NEXT FIVE ISSUES by mail 











FILL OUT AND MAIL 


To 
The MAGAZINE of WALL STREET 








42 BROADWAY 
NEW YORR 


Enclosed find check for $5.00. Please send me The Magazine 
of Wall Street for one year, including full Privileges of the Investors 


Public Service Department. 





SPECIAL OFFER 
Next Five Issues $1.00 











THE MAGAZINE 









SHAW-\WALKER 
Steel Letter Files 


“Built Like a 
Skyscraper” 





SHAW-WALKER 





Steel Letter Files 


“Built like a skyscraper” means rigid 
framework of skyscraper steel, and 
Shaw-Walker's go the skyscraper one 
better. 


Because they are electric-welded into 
one solid piece. No nuts, bolts, rivets, 
rods or screws. 


Drawers will ‘coast’ swiftly, smoothly, 
silently, for 100 years without repair 
or attention. 


It is impossible to buy any file more 
engineeringly designed, more perfectly 
made, more dependably priced, or a 
file which will give you as much ca- 
pacity and exempt you from all ordi- 


nary troubles. 
SHAW-WALKER 
Branche and agencies in all principal cities 


Muskegon, Mich. 





3007-3019 Western Ave 
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Thousands of Investors lose money 
each year through failure to fully 


understand Financial Statements 
Earl A. Saliers, Ph.D 


“Financial Statements 


Made Plain”’ 


Here is a new book written differently from the 
usual methods. It is written for you personally 
—as an investor. 


DO YOU KNOW 


WHAT the gener ial policy of your com 
pany sr 

HOW to tell an actual from a paper surplus? 

WHAT the difference is between reserve and 

fund 

IF your capital stock is w 

WHAT relationship exists between fixed liabili 


tered? 


ties and hxe sets 
HOW to tell t te is inflated or 
pack 


THIS BOOK WILL TELL YOU 


“Financial Statements Made Plain” will enable 


you to judge the merits of your investments 
After reading it you can find out for yourself 
whether any particular investment is a “buy” 
or “sell.” 

This book has been prepared by one of the best 
known financial writers, I 1 A. Saliers, Ph.D., 
assistant Professor of \ccounting, Sheffield 
Scientific School of Yale University It is con 
cise, non-t ni ind ysolutely reliable. Ax 

tual examples « | statements are given 
Each item on t tat t analyzed and its 
relation t estment clearly 
show: 


This bool il s« te t find the little 
“jokers” in financi tatements that make bad 
investments loo hur ru 
The price is only a dollar, with six cents for 
postage. Protect your investments by ordering 
today. 

Fill out Coupon below and mail today. 


Book Department 


Magazine of Wall Stre 
42 Broadway, New York Cut 


Gentiemen I nel cd s ne di llar and 
six cents. Mail me at ce your new book, 
“Financial Staten ts Made Plain” for in- 
vestors 
Nam 


Address 














PLEASI 


MENTION THE MAGAZINI 


OF WALL STREET WHEN WRITING 





THE MAGAZINE OF 


WALL STREET 








Missouri Pacific 





E have issued a special 
circular on the Com- 
mon Stock of the Mis- 

souri Pacific Railroad Com- 
pany, which we shall be glad 


to send upon request. 


Knauth ‘Nachod & Kuhne 


Members New York Stock Exchange 


120 Broadway 
NEW YORK CITY 





West Porto Rico 
Sugar Company 


We are offering the Preferred Stock of 
the West Porto Rico Sugar Company at a 
price to yield 8%. This investment may 
be briefly described by the following at- 
tractive features: 


l—Assets back of the stock are 
appraised at $150 per share. 

2—The dividend is being earned 
more than four times. 

3—The preferred stock carries with 
it a bonus of 10% in Common 
stock on which earnings amount 
to $40 per share. 

4—The 8% yield is unusually at- 
tractive for the Preferred Stock 
of a company in such a strong 
position. 


Write for Descriptive Circular 


Toole, Henry & Co. 


N. Y. Stock Exchange 
Members iN. Y. Cotton Exchange 


120 Broadway New York 





Please mention Macazine or Watt Street when writing 














U. S. Gov’t War Loan 


120 Broadway 


You Gn Buy 


the Coming 


All Well Secured 
$100—$500—$1,000 


BONDS 


on the Small Payment Plan 
Send fer Booklet “HOW” and Circular T. 35 


EF Gms & © 


The Hundred Dollar Bond House. 
New York 
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FILOR, BULLARD 
SMYTH 


—MEMBERS — 


New York Stock Exchange 


Investment Securities 


We invite 
your inquiry 


Telephone Rector 8300 
61 BROADWAY 
NEW YORK 





PLEASE MENTION THE MAGAZINE OF WALL STREET WHEN WRITING 








